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CA-IR-265 

Ref: HECO Application to PUC - Advanced Metering Infrastructure Program (AMI 
Application). 

Please provide a complete copy ofthe Company's AMI Application and related supporting 
Attachments and confidential documentation, as discussed with regard to the HECO T-8 Rate 
Case Update. 

HECO Response: 

The requested infonnation is provided as Attachment I ofthis response. Confidential sections of 

the attachment are provided subject to the Protective Order filed on November 21, 2008 in this 

proceeding. 
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Attachment I is voluminous and available for inspection at HECO's Regulatory Affairs Division 

office, Suite I30I, Central Pacific Plaza, 220 South King Street, Honolulu, Hawaii. Please 

contact Dean Matsuura at 543-4622 to make arrangements to inspect the document. An 

electronic copy ofthe requested information is being provided. 
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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF HAWAII 

In the Matter ofthe AppHcation of 

HAWAIIAN ELECTRIC COMPANY, INC. 
HAWAII ELECTRIC LIGHT COMPANY, INC. 
MAUI ELECTRIC COMPANY, LIMITED 

For Approval ofthe Advanced Meter Infrastructure 
(AMI) Project and Request to Commit 
Capital Funds, to Defer and Amortize 
Software Development Costs, to Begin 
Installation of Meters and Implement Time-Of-Use 
Rates, for Approval of Accounting and Ratemaking 
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P.O. Box 2750 
Honolulu, Hawaii 96840 
Telephone: 543-7660 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 2 OF 324 

BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF HAWAII 

In the Matter ofthe Application of 

HAWAIIAN ELECTRIC COMPANY, INC. 
HAWAII ELECTRIC LIGHT COMPANY, INC. 
MAUI ELECTRIC COMPANY, LIMITED 

For Approval of the Advanced Meter Infrastructure 
(AMI) Project and Request to Commit 
Capital Funds, to Defer and Amortize 
Software Development Costs, to Begin 
InstaUation of Meters and Implement Time-Of-Use 
Rates, for Approval of Accounting and Ratemaking 
Treatment, and other matters. 

Docket No. 

APPLICATION 

TO THE HONORABLE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF HAWAII 

Hawaiian Electric Company, Inc. ("HECO"), Maui Electric Company, Limited 

("MECO"), and Hawaii Electric Light Company, Inc. ("HELCO") (HECO, HELCO and 

MECO are collectively referred to as the "HECO Companies" or "Companies") 

respectfully request Commission approval: 

(1) to commit capital funds in excess of $2,500,000 (estimated at $41,229,000 for 

HECO, $ 10,606,000 for MECO, and $ 13,190,000 for HELCO) for the Advanced 

Metering Infrastructure ("AMI") project as discussed in Section X; 

(2) to defer certain computer software development costs (i.e., the "Stage 2" or 
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"Application Development" costs, including the costs of designing, acquiring, 

installing and testing the computer software) for the Meter Data Management 

System ("MDMS") and accrue an allowance for funds used during construction 

("AFUDC") during the deferral period (total deferred costs are estimated at 

$9,134,000 for HECO, $2,021,000 for MECO, and $2,385,000 for HELCO) 

described in Sections X and XI; 

(3) to amortize the MDMS deferred costs (including AFUDC) over a 12-year period 

(or such other amortization period as the Commission finds to be reasonable), and 

to include the unamortized deferred costs (including AFUDC) in rate base, as is 

further explained in Sections X and XI; 

(4) of cost recovery for ratemaking purposes ofthe remaining book value of its 

existing meters (that will be replaced with advanced meters) in the following 

manner for each ofthe Companies (discussed in Section XI): 

(a) HECO - beginning with the receipt ofthe Commission's Decision 

and Order on a straight-line basis over a period of three years for HECO, 

(b) MECO - beginning with the receipt ofthe Commission's Decision 

and Order on a straight-line basis and ending when MECO's meter 

installation begins, and 

(c) HELCO - beginning with the receipt ofthe Commission's 

Decision and Order on a straight-line basis and ending when HELCO's 

meter installation begins; 

(5) of cost recovery for ratemaking purposes ofthe capital costs associated with the 

purchase and installation of the new AMI meters over a seven-year period on a 

- 2 -
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straight-line basis (discussed in Section XI); 

(6) for immediate approval to begin installing, on a first-come, first-served basis, 

advanced meters for all customers that request them and to implement time-of-use 

("TOU") rates on an interim basis for customers requesting the installation of 

advanced meters as discussed in Sections II and XII; 

(7) for expedited approval of proposed Schedule TOU-R (Residential Time-of-Use) 

rates for HECO, HELCO, and MECO (all three divisions) and proposed Schedule 

TOU-G (Small Commercial Time-of-Use Service), Schedule TOU-J (Commercial 

Time-of- Use Service) and Schedule TOU-P (Large Power Time-of-Use Service) 

rates for HELCO and MECO (all three divisions)' (described in Section XII); 

(8) to recover all ofthe Companies' incremental cost associated with the AMI Project 

through the Renewable Energy Infrastructure Program ("REIP") surcharge 

("REIP Surcharge") that is pending approval in Docket No. 2007-0416 or an AMI 

surcharge ("AMI Surcharge") mechanism approved by the Commission in this 

proceeding (discussed in Section XI); 

(9) for approval ofthe Advanced Metering Infrastructure Equipment and Services 

Agreement ("Sensus Agreement") between the Hawaiian Electric Company, Inc. 

and Sensus Metering Systems, Inc. ("Sensus") including its terms and conditions 

and a finding that the arrangement is prudent and in the public interest, and a 

determination that the Companies may include all costs, fees and related taxes to 

be paid by the Companies pursuant to the Agreement in its revenue requirements 

for ratemaking purposes and for the purposes of determining the reasonableness 

^ All ofthe proposed Time Of Use (TOU) rates •will be adjusted to align •with the current Energy Cost 
Adjustment Clause at the respective Companies. 

- 3 -
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ofthe Companies' rates (described in Exhibit 1 and discussed in Section VII); 

and 

(10) for recovery of lease expenses (based on lease payments over the term of the 

agreement) for the Sensus-owned, two-way radio frequency network 

infrastructure ("AMI Network") (the AMI Network is described in Section VII 

and the lease expenses are discussed in Section XI). 

AMI refers to the system infrastructure that measures, collects and analyzes 

energy usage, on a pre-defined schedule or "on demand" basis. This infrastructure 

includes hardware, software, and communication systems, ultimately linking customer 

premise advanced electricity meters to utility-located systems. AMI provides two-way 

communications between the meters and systems to obtain consumption reads and 

voltage status at individual premises much more frequently than the Companies' existing 

monthly meter reading cycles. 

The AMI Project will replace approximately 95-96%^ ofthe commercial, 

industrial, and residential electric meters with AMI meters that collect and transmit 

interval energy use data multiple times daily"' and on demand. The AMI Project will also 

include a centralized MDMS, integration ofthe MDMS with the Customer Information 

System ("CIS"), and a two-way, radio frequency ("RF") network to provide 

communication between the AMI meters and the MDMS. AMI meters and components 

^ HECO plans to replace 95% of its non MV90 meter population •while MECO and HELCO plan to 
replace 96% of their non MV90 meter population. 
^ Time intervals bet̂ ween data transmission can vary due to the dynamic fashion in •which the AMI Network 
operates. 
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ofthe AMI Network will be installed on the islands of Oahu, Maui , and Hawaii, and a 

shared MDMS will be centrally located at HECO. 

The estimated number of AMI meters to be installed is as follows^: 

Island 

Oahu 

Maui^ 

Hawaii 

Total 

Number of AMI Meters 

293,000 

66,000 

92,000 

451,000 

During the six year deployment ofthe Companies' AMI Project, the 

implementation costs are estimated at $97,938,000^ and operating costs estimated at 

$12,426,000*^. Cost summaries by project subsystems and individual Companies are 

identified in Section X. 

AMI includes the use of advanced communicating meters with TOU ftmctionality 

specified in the October 20, 2008 Energy Agreement Among the State of Hawaii, Division 

ofConsumer Advocacy ofthe Department of Commerce and Consumer Affairs, and 

Hawaiian Electric Companies ("HCEI Agreement").^ In an AMI system, a 

communications network links endpoint devices (such as meters) and business systems to 

The islands of Molokai and Lanai will be examined after AMI system deployments are completed on 
Oahu, Maui, and Ha^waii. 

AMI meter counts are based on the estimated meter population gro^wth at the end of each company's 
meter deployment period. HECO expects to replace 95% of its non IV1V90 meters •with AMI meters and 
MECO and HELCO expects to replace 96% of their non MV90 meters with AMI meters. Figures have 
been rounded in the table above. 

Meter replacements on Molokai and Lanai •will be analyzed after meter deployments are completed on 
Oahu, Maui, and Ha^waii. Molokai currently has 2,732 meters and Lanai has 1,710 meters. The instant 
application does not include AMI implementation costs or benefits for Molokai and Lanai. 
' This figure includes capital, deferred, and expensed cost components for all three Companies. 
^ This figure includes capital, deferred, and expensed costs components for all three Companies. 
^ See, e.g.. HCEI Agreement at 25 (''Upon Commission approval, AMI will be implemented as quickly as 
possible, along •with proposals for time of use rates and customer electricity pricing information that 
facilitate substantive customer understanding and energy use management."). 
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allow the collection and distribution of information to customers and utilities. This 

enables the Companies to either participate in, or provide, demand response ("DR") 

programs. By providing information to customers, AMI assists customers in changing 

ftieir energy usage from normal consumption patterns, either in response to changes in 

price, or in response to incentives designed to encourage lower energy usage use at times 

of peak-demand periods or during periods of low operational systems reliability. 

Drivers for AMI implementation in Hawaii include significant developments in 

ftie evolution and availability of AMI-related technologies, AMI's increasing popularity 

on the U.S. mainland'", and uncertainty in the ftiture price of ftiel. In addition, part ofthe 

Companies' AMI Strategy is to help meet Hawaii's electricity needs through energy 

efficiency and ftiture DR programs, and to empower customers to make more intelligent 

energy decisions and have greater control over their electricity use and costs. 

AMI has - particularly in recent years - received wide support at both state and 

federal levels, in the form of measures including the HCEI Agreement, Energy Policy 

Act of 2005, Energy Independence and Security Act of 2007, Clean Renewable Energy 

and Conservation Tax Act of 2007, the Emergency Economic Stabilization Act of 2008, 

and statutes recently enacted by the Hawaii legislature conceming the development of 

renewable energy and reduction of greenhouse gas emissions in Hawaii. In line with this 

support, AMI has also been proposed in the Companies' RPS/REIP dockets (Docket Nos. 

2007-0008 and 2007-0416, respectively) as a Renewable Energy Infrastructure ("REF') 

Project under the Proposed REIP. 

The benefits of AMI can generally be broken down into two types: (1) cost-

effective operational benefits directly attributable to the AMI system (e.g., labor savings. 

'" Mainland penetration of AMI has driven product development and reduced costs. 
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meter accuracy gains and energy theft recovery); and (2) customer and system benefits 

derived from programs that the AMI system supports or provides a platform for 

developing (e.g., customer service, DR, distribution asset utilization and outage 

management), which give customers increased flexibility and satisfaction while 

empowering them to make wiser energy choices. 

In conjunction with future DR programs, AMI will empower the Companies' 

customers to reduce and/or shift energy usage in response to time differentiated energy 

prices. Furthermore, DR technologies, such as smart programmable/controllable 

thermostats, smart load cycling controls and in-premise displays, will allow customers to 

conveniently execute their choices. 

The AMI communications and smart metering infrastructure provides a 

foundation for the implementation of Smart Grid technology, which combines intelligent 

electronic devices (i.e., smart relays and distribution automation devices) and advanced 

applications that utilize timely data on customer loads and voltages. AMI provides 

unparalleled capabilities in monitoring, controlling, optimizing and automating the 

restoration ofthe electric power delivery system. Collectively, AMI and DR offer 

important alternatives, in addition to renewable energy, to help address global energy 

supply and environmental issues. 

The incremental revenue requirements for the AMI Project include the estimated 

[net] costs to the HECO Companies of installing or acquiring the AMI platform (i.e., the 

costs ofthe advanced meters, the MDMS system, and the AMI Network services), as 

offset by the benefits of automating meter reading and certain field service activities, 

revenue enhancements from improved meter accuracy, and reduced electricity theft. 

- 7 -
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The revenue requirement analysis should not be conftised with a complete 

business case for installing the AMI platform, which would require quantification ofthe 

costs and benefits ofthe programs or activities that will be enabled or facilitated by the 

AMI platform, including TOU pricing, DR programs such as critical peak pricing, the 

provision of certain ancillary services to facilitate the integration of large amounts of 

wind generated electricity, outage management and "Smart Grid" projects. The HECO 

Companies are taking steps to develop the information necessary to design the programs 

and activities (such as the proposed Dynamic Pricing Pilot ("DPP") program in Docket 

No. 2008-0074, and the Big Wind Studies) identified in the HCEI Agreement. 

n 

HCEI AGREEMENT 

On October 20, 2008, the Governor ofthe State of Hawaii, the Department of 

Business, Economic Development and Tourism, the Consumer Advocate and the HECO 

Companies executed the HCEI Agreement'' which documents a course of action to make 

Hawaii energy independent, and recognizes the need to maintain HECO's financial health 

in order to achieve that objective. With respect to AMI, the Energy Agreement states 

that: 

Advanced Metering Infrastructure is a critical component of a number of 
important aspects ofthe Clean Energy Initiative. The parties believe that 
AMI will help customers manage their energy use more effectively. To that 
end, the parties agree on the following: 

1. Hawaiian Electric will apply to the Commission by November 30, 
2008, for immediate approval to begin installing, on a first-come, first-
served basis, advanced meters for all customers that request them. The 
application will also seek expedited approval to fully implement time-of-use 
rates on an interim basis for the customers requesting the installation of 
advanced meters. Unless the Commission identifies a compelling reason to 

Section VIII C l . discusses the Ha^waii Clean Energy Initiative in greater detail. 
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do otherwise, all customers having advanced meters will be given the utility 
time-of-use or dynamic rate options and shall have to affirmatively opt out 
ofthe rate option. 

2. The meters and associated costs will be paid for through the CEIS, 
until such costs are embedded and recovered in the utilities' base rates in 
future rate cases. 

3. By December 31, 2008, Hawaiian Electric will file a fiill application 
to install advanced meters to remaining customers and the communication 
and meter data management system, including the necessary software and 
appropriate pricing programs. The PUC application will identify the desired 
goals, business purposes, functionality and cost for advanced meters and the 
identification of a meter data management system with associated costs to 
purchase and install that will achieve the desired goals and purposes, 
including a schedule for acquisition and installation of remaining meters and 
the customers to be served. 

4. Upon Commission approval, AMI will be implemented as quickly as 
possible, along with proposals for time-of-use rates and customer electricity 
pricing information that facilitate substantive customer understanding and 
energy use management. 

5. Hawaiian Electric will minimize the financial impacts on low 
income and disadvantaged customers who have limited options through a 
combination of tiered rates and lifeline rates. 

6. The Hawaiian Electric utilities working with extemal experts will 
submit to the Commission an evaluation ofthe effectiveness ofthe utilities' 
time-of-use rates and shall determine whether any changes are needed to the 
energy information communications and time-of-use rates to improve 
customers' energy responsiveness. The utilities will complete this 
evaluation by December 31, 2009 and will submit a second report 1 year 
after the full deployment of AMI. 

7. Beginning January 1, 2009, the utility will submit an annual report to 
tiie Commission on the number of customers currently served, number who 
opted out, customer load response, impact of time-of-use rates on 
customer's monthly bills and feedback received from customers. 

HCEI Agreement at 24-25. 

Ill 

HECO COMPANIES 

HECO, whose principal place of business and whose executive offices are located 

at 900 Richards Street, Honolulu, Hawaii (with other administrative offices at 820 Ward 
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Avenue (Ward Avenue Complex) and 220 South King Street (Central Pacific Plaza)), is a 

corporation duly organized under the laws ofthe Kingdom of Hawaii on or about 

October 13, 1891, and is now existing under and by virtue ofthe laws ofthe State of 

Hawaii. HECO is an operating public utility engaged in the production, purchase, 

transmission, distribution, and sale of electricity on the Island of Oahu. 

HELCO, whose principal office is located at 1200 Kilauea Avenue, Hilo, Hawaii 

(with remote offices at 66-1591 Kawaihae Road, Waimea and 74-5519 Kaiwi Street, 

Kailua Kona), is a corporation duly organized under the laws ofthe Republic of Hawaii 

on or about December 5, 1894, and is now existing under and by virtue ofthe laws ofthe 

State of Hawaii. HELCO is an operating public utility engaged in the production, 

purchase, transmission, distribution, and sale of electricity on the Island of Hawaii. 

MECO, whose principal place of business and whose main administrative office 

is located at 210 West Kamehameha Avenue, Kahului, Maui, Hawaii (with remote 

offices at 32A Uhli Street, Kaunakakai, Molokai and 1001 North Miki Road, Lanai City, 

Lanai), is a corporation duly organized under the laws ofthe Territory of Hawaii on or 

about April 28, 1921, and is now existing under and by virtue ofthe laws ofthe State of 

Hawaii. MECO is an operating public utility engaged in the production, purchase, 

transmission, distribution and sale of electricity on the Island of Maui; the production, 

transmission, distribution, and sale of electricity on the Island of Molokai; and the 

production, distribution, and sale of electricity on the Island of Lanai. 

- 10-
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IV 

CORRESPONDENCE 

Correspondence and communications in regard to this Application should be 
addressed to: 

Dean K. Matsuura 
Manager, Regulatory Affairs 
Hawaiian Electric Company, Inc. 
P. O. Box 2750 
Honolulu, Hawaii 96840-0001 

with copies of such correspondence and communications sent to: 

Thomas W. Williams, Jr., Esq. 
Damon L. Schmidt, Esq. 
Goodsill Anderson Quinn & Stifel 
Ahi Place, Suite 1800 
1099 Alakea Street 
Honolulu, Hawaii 96813 

V 

AUTHORIZATIONS 

The Companies request: 

A. Approval to commit capital ftinds for the AMI Project estimated at 

$41,229,000 for HECO, $ 10,606,000 for MECO, and $13,190,000 for HELCO) pursuant 

to Decision and Order No. 21002 (Docket No. 03-0257) ("D&O 21002") "For Exemption 

From and Modification of General Order No. 7, Paragraph 2.3 (g). Relating to Capital 

Improvements." '^ 

' DefeO 21002 revised Paragraph 2.3 (g) to read "Proposed capital expenditures for any single 
project related to plant replacement, expansion or modemization in excess of S2,500,000 
excluding customer contributions, or 10 per cent ofthe total plant in service, whichever is less, 
shall be submitted to the Commission for review at least 60 days prior to the commencement of 
construction or commitment for expenditure, whichever is earlier." 
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This project does not involve construction of high voltage, overhead transmission 

lines and is, therefore, not subject to Hawaii Revised Statues ("HRS"), Sections 269.27.5 

and 269.27.6. 

B. Approval ofthe Sensus Agreement, executed on October 1, 2008, with 

Sensus including: (1) approval of its terms and conditions and a finding that the 

arrangement is prudent and in the public interest; and (2) a determination that HECO may 

include all costs, fees and related taxes to be paid by HECO pursuant to the Sensus 

Agreement in its revenue requirements for ratemaking purposes and for the purposes of 

determining the reasonableness of HECO's rates. (If such an order is not obtained within 

12 months ofthe filing ofthis Application, then HECO or Sensus may, by written notice 

delivered within 30 days of such date, declare the Sensus Agreement null and void. This 

Sensus Agreement is confidential and proprietary and a copy will be provided after a 

protective order is issued in this Docket.) See Exhibit 1. 

C. Approval to defer certain computer software development costs (i.e., the 

"Stage 2" or "Application Development" costs, including the costs of designing, 

acquiring, installing, and testing the computer software) for the MDMS portion ofthe 

AMI Project, and to accumulate AFUDC during the deferral period (total deferred costs 

estimated at $9,134,000 for HECO, $2,021,000 for MECO, and $2,385,000 for HELCO). 

D. Approval to amortize (and recover the cost of) the deferred software 

development costs (including AFUDC) over a 12-year period (or such other amortization 

period as the Commission finds to be reasonable), and to include the unamortized 

deferred costs (including AFUDC) in rate base. This approval is requested pursuant to 

Decision and Order No. 18365 dated February 8, 2001 in Docket No. 99-0207 (HELCO's 
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2000 test year rate case), which ordered that Commission approval is required prior to 

incurring software development costs to be deferred and amortized for ratemaking 

purposes. 

E. Approval to recover the cost ofthe remaining book value ofthe 

Companies' existing meters (that will be replaced with advanced meters) over an 

accelerated period (estimated to between three to five years beginning with the receipt of 

the Commission's Decision and Order), pursuant to HRS § 269-16(b)(2)(D). 

F. Approval to recover the costs ofthe Companies' advanced meters installed 

in connection with the AMI Project over a seven-year, accelerated period, pursuant to 

HRS §269-16(b)(2)(D). 

G. Approval to defer certain AMI Project costs and recover such costs 

through the proposed REIP Surcharge, as pursuant to the respectfully requested REI 

Program proposed in the REIP docket. Docket No. 2007-0416, or in the alternative, 

through an AMI Surcharge. 

H. As provided for in the HCEI Agreement and ftirther detailed in Section II, 

the Companies request: (a) immediate approval to begin installing, on a first-come, first-

served basis, advanced meters for all customers that request them; (b) expedited approval 

to fully implement TOU rates on an interim bases for the customers requesting the 

installation of advanced meters; and (c) approval to install advanced meters to remaining 

customers and the AMI Network and MDMS, including the necessary software and 

appropriate pricing programs. Authorization to implement the TOU rates is requested 

pursuant to HRS § 269-16(b) and Hawaii Administrative Rules ("HAR") § 6-61-86. 

- 1 3 -
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VI 

EXHIBITS 

The following exhibits are provided in support ofthis Apphcation: 

Exhibit 1 

Exhibit 2 

Exhibit 3 

Exhibit 4 

Exhibit 5 

Exhibit 6 

Exhibit 7 

Exhibit 8 

Exhibit 9 

Exhibit 10 

Exhibit 11 

Exhibit 12 

Exhibit 13 

Exhibit 14 

Exhibit 15 

Exhibit 16 

Exhibit 17 

Exhibit 18 

Exhibit 19 

Exhibit 20 

Exhibit 21 

Sensus Agreement Summary 

AMR versus AMI 

Technology Selection 

Options to Empower the Customer with Information 

High Level View ofthe Pilot FlexNet System 

AMI Pilot System on Oahu - Meters and Tower Gateway Basestations 

Enspiria Solutions-Qualifications and References 

Meter Data Management System (MDMS) 

AMI Systems Integration and OMS Support 

Sensus Metering Systems Products 

FlexNet AMI Network Details 

HANs and In-Premise Displays 

Sensus Demand Response and Smart Grid White Paper 

Change Management 

AMI Benefits 

Accuracy Tests-Electro-Mechanical and Sensus AMI Meters 

Energy Theft Estimates 

Overall AMI Project Schedule 

Project Cost and Quantifiable Benefits Tables 

REIP Program 

Rate Impact of AMI 
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Exhibit 22 

Exhibit 23 

Exhibit 24 

Exhibit 25 

Exhibit 26 

Exhibit 27 

Exhibit 28 

Revenue Requirements Calculation 

Need for Timely Cost Recovery 

Accounting and Ratemaking Treatment 

Proposal for TOU Options and Rate Schedule 

HECO Preferred Stock, Long-Term Debt and Hybrid Securities 

HELCO Preferred Stock, Long-Term Debt and Hybrid Securities 

MECO Preferred Stock, Long-Term Debt and Hybrid Securities 

VII 

AMI PROJECT DESCRIPTION 

A. OVERVIEW 

AMI provides two-way communications between utilities and customer meters to 

allow utilities to obtain consumption reads and voltage status at individual premises much 

more frequently than the existing monthly meter reading cycles, as well as "on 

demand."'"' The AMI Project will replace approximately 95-96% ofthe commercial, 

industrial, and residential electric meters with AMI meters that collect and transmit 

"Advanced metering infrastmcture," as defined by FERC is: 
. . . a metering system that records customer consumption (and possibly other parameters) 
hourly or more frequently and that provides for daily or more fi'equent transmittal of 
measurements over a communication network to a central collection point. AMI includes 
the communications hardware and software and associated system and data management 
software that creates a network between advanced meters and utility business systems 
and which allows collection and distribution of information to customers and other 
parties such as competitive retail providers, in addition to providing it to the utility itself. 

FERC Staff Report, Assessment of Demand Response & Advanced Metering. Docket No. AD 06 2 000, 
August 2006 ("FERC Staff Report") Appendix A (Glossary). AMI goes beyond traditional automated 
meter reading ("AMR"), in which monthly billing reads are captured. AMI also goes beyond Drive By 
AMR in that interval data is being captured and transmitted multiple times daily. The capture of interval 
data, integration with the Company's CIS, and OMS support will provide many quantifiable and intangible 
benefits, serve to enable other applications such as DR and Dynamic Pricing, and support Smart Grid 
capabilities in the fciture. A more detailed description ofthe differences between AMR and AMI is 
attached hereto as Exhibit 2. 
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interval energy use data multiple times daily''' and on demand'^. The AMI Project will 

also include a centralized MDMS, integration ofthe MDMS with the Companies' CIS, 

and an AMI Network to provide communication between the AMI meters and the 

MDMS. AMI meters and components ofthe AMI Network will be installed on the 

islands of Oahu, Maui'^, and Hawaii. Residential AMI meters will be installed by (1) a 

meter installation vendor (to be selected via a request for proposal selection process), (2) 

Companies' intemal labor force, or (3) a combination ofthe two. The Commercial and 

Industrial (C&I")AMI meters'^ will be installed by HECO Companies' intemal labor 

force. 

The Companies' AMI Network will use a fixed, RF technology'^. The AMI 

Network will be owned, operated, and maintained by Sensus and leased by the HECO 

Companies per the Sensus Agreement executed by the Companies. A shared MDMS will 

be centrally located at HECO. 

Overall, HECO is planning for a six-year AMI Project implementation, beginning 

in 2010'^. The AMI Project will begin with the development ofthe first phase ofthe 

MDMS in 2010 at HECO's data center on Oahu. The installation of Oahu's AMI 

Network will occur incrementally, beginning in November 2010 and progressing through 

August 2013. Full-scale meter deployment on Oahu will begin in May 2011 and end in 

December 2013. The installation of Maui's AMI Network will occur incrementally. 

''' Time intervals between data transmission can vary due to the dynamic fashion in which the AMI 
Network operates. 
'̂  HECO plans to replace 95% of its non MV90 meter population while MECO and HELCO plan to 
replace 96% of their non MV90 meter population. 

The islands of Molokai and Lanai will be examined after AMI system deployments are completed on 
Oahu, Maui, and Hawaii. 
" Current Transformer (CT) rated meters. 
'^ Exhibit 3 describes available AMI technologies, including further details about the Companies' selected 
FlexNet technology from Sensus. 
'^ Assuming Commission approval ofthe AMI application by January 2010. 
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beginning in November 2013 and progressing through September 2014. Full-scale meter 

deployment on Maui will begin in April 2014 and end in December 2014. The 

installation ofthe AMI Network on the island of Hawaii will occur incrementally, 

beginning in October 2014 and progressing through August 2015. Full-scale meter 

deployment on Hawaii will begin in April 2015 and end in December 2015. 

Functionally, the AMI system will be designed to provide: (1) a two-way RF 

network infrastructure and communication path to AMI residential and C&I electric 

meters^"; (2) the ability to acquire interval data (15-minute or 1 -hour) from all AMI 

meters; (3) the ability to support ftiture programs such as dynamic pricing and peak time 

rebate programs; and (4) the abiUty to improve distribution system operations through 

enhanced outage and restoration reporting. 

The primary goals ofthe AMI Project are customer empowerment, improved 

customer service and cost savings, by providing or enabling capabilities such as: 

• Advanced meter reads (monthly, on-demand, interval data, etc.); 

• Remote disconnects/reconnects; 

• Voltage level monitoring at the customer premise level; 

• Power failure and restoration reporting (outage management support); 

• Tamper detection; 

• Energy theft recovery; 

• Improved grid operations; 

• CIS Integration; and 

• Future DR programs. 

The AMI Network enables the collection and disfribution of information to 

customers and utilities in order to enable customers to participate in, and allow utilities to 

20 
These meters will be provided to an estimated 95% ofthe non MV90 meters on Oahu and 96% ofthe 

non MV90 meters on Maui and the island of Hawaii. 
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provide future DR programs. By providing information to customers, AMI will 

encourage customers to reduce elecfricity consumption and modify their historic 

consumption patterns, cither in response to changes in price, or in response to incentives 

designed to encourage lower electricity usage during peak demand periods or during 

periods of low operational systems reliability. Exhibit 4 illustrates alternative ways in 

which information could be provided to customers in the future^'. 

B. AMI PILOT ACTIVITIES 

In addition to earher investigations into cellular, Wi-Fi, and Broadband Over 

Powerline ("BPL") technologies, HECO has conducted three AMI pilot projects: (1) an 

initial investigation into the functionality of Sensus AMI technology with 500 AMI 

meters on Oahu and two Tower Gateway Basestation ("TGB") sites located atop the 

Prince Kuhio Hotel in Waikiki and the Five Regents condominium in Salt Lake; (2) an 

investigation into the ability of Sensus' AMI technology to collect data reliably for 

monthly billing purposes in three meter reading routes, involving over 3,000 residential 

and commercial meters in the Ocean Pointe area along with a third TGB tower at Mauna 

Kapu in the Makakilo area; and (3) the addition of two more TGB sites at Koko Head and 

Pu'u Papa'a, involving approximately 400 residential meters to collect baseline 

electricity profiles to support a Dynamic Pricing Pilot program. HECO is continuing to 

evaluate, develop and demonstrate AMI (including MDMS products) as part ofthe 

Companies' pilot projects. 

21 

The Companies are working with Sensus and other suppliers to develop and test such devices as "In 
Premise Displays" and Smart Thermostats that provide such information. In addition, the Companies plan 
to develop a web portal to provide information to customers. 
22 

A high level view of the pilot FlexNet system that resulted from the Companies' ongoing pilot activities 
on Oahu is attached hereto as Exhibit 5. 
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Additional AMI meters were installed to support HECO's 2008-2009 Class Load 

Study and to further explore AMI Network coverage and performance in 2007. In 

October and November 2008, HECO installed an additional 1,100 AMI meters in the 

Palolo, Tantalus, and Pauoa areas to investigate performance in valley and mountainous 

terrain^^. Approximately 7,700 AMI meters have been deployed to date.^'' 

In addition to the AMI pilot meter installations described above, HECO is 

conducting pilot evaluations of two leading MDMS software products. An AMI 

consultant, Enspiria Solutions, Inc.^^, was hired by HECO to participate in discussions 

with various HECO departments (including Customer Service and Information 

Technology & Services Departments and the Customer Field Services Division), prepare 

prehminary MDMS requirements, and assist the Companies in selecting several MDMS 

software vendors^^. The MDMS pilot evaluations will examine interface requirements 

and unique operational needs identified by the Companies' staff as they work with actual 

MDMS products. Exhibit 8 provides additional details on the MDMS pilot projects. 

Hands-on experience with meter, network, and MDMS systems and products in 

advance of full-scale AMI deployment will minimize business risks in the full-scale 

deployment of AMI. 

C. PROJECT SUBSYSTEMS 

The AMI Project can be organized into three subsystems: 

1. AMI Meters 

^̂  These AMI meters were new Sensus iConA residential meters. The Companies' operational experience 
with over the air billing from Sensus meters was previously limited to Ocean Pointe, which is flat, open 
terrain in West Oahu. 

These figures are current as of November 10, 2008. An earlier snapshot ofthe geographic deployment 
of AMI meters on Oahu is attached hereto as Exhibit 6. 
25 

Qualifications of and references for Enspiria Solutions, Inc. are provided as Exhibit 7. 
^̂  Due to the continuing evolution ofthe AMI marketplace, the Companies will continue to monitor and 
evaluate other MDMS candidates. 
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2. AMI Network 

3. MDMS. 

During the AMI Project, the HECO Companies will purchase and install AMI 

meters on the islands of Oahu, Maui, and Hawaii; purchase and install the computer 

equipment to be located at HECO to support the MDMS; secure AMI Network services 

through Sensus; and issue a contract to a Systems Integrator ("SI") who will have turnkey 

responsibility^' for the Companies' MDMS and all required integration with the 

Companies' systems. (Exhibit 9 describes the SI role further.) End-use devices such as 

in-premise displays, smart thermostats and load control switches may be used in ftiture^*^ 

program offerings enabled by AMI. 

1. AMI Meters 

Analogous to the consumer electronics business, the price of AMI meters has 

decreased dramatically in recent years while the meters' capabihties have increased.^^ 

AMI meter capabilities are being driven by the purchasing power of numerous large 

utilities coupled with federal energy policies (e.g., the Energy Pohcy Act of 2005 and 

Energy Independence and Security Act of 2007) and guidance from various State 

regulatory commissions. In addition, the HCEI Agreement supports the implementation 

of AMI, and recognizes that AMI "is a critical component ofa number of important 

aspects ofthe Clean Energy Initiative." HCEI Agreement at 24. 

Including procurement of the MDMS software. 
^̂  This application does not include end use devices such as in premise displays, smart thermostats, or load 
control switches within the scope ofthe AMI Pro)ect. 
29 

A description of the features, products and capabilities of the AMI meters available from the 
Companies' AMI meter vendor, Sensus Metering Systems, is provided as Exhibit 10. Exhibit 10 contains 
confidential and proprietary information and will provided after a protective order is issued in this docket. 
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As discussed above, HECO has been testing and deploying residential and 

commercial AMI meters manufactured by Sensus in its pilot projects. HECO has also 

completed the initial installation of an advanced version ofthe Sensus iCon meter, 

namely the iConA (residential, single phase). In 2009, HECO anticipates installing and 

field testing the Sensus iConAPX (advanced, three phase commercial and industrial) 

meter^" while further testing Eister A3 C&I meters equipped with FlexNet 

communication boards. 

In addition, through industry networking, HECO has established a collaborative 

relationship with the Southem Company ("Southern"), Portland General Elecfric 

("PGE"), and Alliant Energy ("Alhant") to share knowledge and experiences regarding 

Sensus AMI products. Southern signed a Definitive Agreement with Sensus in January 

2008 to purchase up to 4,000,000 Sensus meters and is now in a fiill deployment phase 

with over 100,000 Sensus iConA meters already in the field. PGE and Alliant are in their 

System Acceptance Phase presently and expect to be in full deployment mode in the near 

ftiture. 

The Companies executed a comprehensive^' Sensus Agreement on October 1, 

2008, under which the Companies will purchase residential and commercial AMI meters. 

A summary ofthe agreement is provided in Exhibit 1. The Sensus Agreement is 

The Companies are currently using several generations of the iCon residential AMI meter as well as the 
FlexNet equipped Eister A3 C&I meter as part of its AMI pilot projects. The iCon residential AMI meter 
•will be supplanted by the iConA while the FlexNet equipped Eister A3 will continue to complement the 
Sensus iConAPX Commercial/Industrial AMI meter in the future. The Sensus iConAPX meter was 
recently received for initial field trials by the Southem Company and HECO will be monitoring their 
experience with the Sensus iConAPX in addition to conducting its own in house testing and field trials. 
Second sources for the iCon A are in development from General Electric and Landis & Gyr. Details 
conceming the iCon A and iCon APX meters are provided in Exhibit 10. 
"" The Sensus AMI meters will have a one year warranty and an expected life of 15 years. In addition, 
based on data provided by Sensus, the Companies anticipate a meter failure rate of 1% per year. 
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confidential and proprietary and a copy will be provided separately after a Protective 

Order is issued in this docket. 

2. AMI Network 

The AMI Network is a robust two-way, RF communications technology designed 

to maximize service area coverage while minimizing infrastmcture hardware 

requirements. The AMI Network consists of TGBs, a Regional Network Interface 

("RNI"), FlexNet Network Portals ("FNP") and FlexNet Remote Portals ("FRP").^^ 

The Companies' AMI Network will use licensed RF band technologies (centered 

at 900 MHz) to enable two-way communications between the AMI meters, RNI, and the 

MDMS to allow collection and distribution of information and commands between the 

HECO Companies and their customers^^. 

The AMI Network will be installed, owned, operated, and maintained by Sensus. 

The Companies will pay a monthly per endpoint fee"''' for the use ofthe AMI Network. 

Based on the provisions ofthe contract, the monthly fee for the use ofthe AMI Network 

constitutes an operating lease for book accounting purposes. 

The placement of TGBs in the AMI Network design fosters overlapping coverage 

in order to achieve signal redundancy. The typical range for a single TGB is 15 miles, 

and the network design is based on achieving an overlap coverage ratio of approximately 

1.5. In other words, having access to more than one TGB site improves AMI network 

reliability. 

Sensus' initial network design calls for 25 TGBs: 15 on Oahu, 3 on Maui, and 7 

on Hawaii. This network will provide coverage such that 95-96% ofthe Companies' 

32 
Illustrations of typical TGB and RNI hardware are provided in Exhibit II . 

"'"' Commands include the remote upgrading of meter firmware and configuration. 
'̂̂  The Sensus Agreement defines the terms and conditions for the AMI Network. 
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commercial, industrial, and residential meters will have sufficient AMI Network 

coverage, and can be replaced with AMI meters.^^ Further details regarding the Sensus 

AMI Network technology are provided as Exhibit 11. 

In cases where an AMI meter cannot reliably communicate directly with a TGB, 

messages can be automatically relayed by a "Buddy Meter" to the TGB via the mpass^^ 

channel. If a Buddy Meter is not available, a FNP or FRP can be installed to relay the 

message directly to the TGB. This might occur in certain low density or isolated 

(geographically or topographically) areas, where it may be economically impracticable to 

install a TGB, given the small number of customers that the TGB would serve. 

3. MDMS 

The MDMS hardware will consist of multiple computer servers (apphcation, web, 

and database), networking equipment, and the associated computer operating system. 

The Companies' MDMS will be implemented in three phases and prior to the 

mass deployment of AMI meters"''. 

HECO plans to hire an experienced SI, selected through a request for proposal 

process, to act in the role of a prime contractor with full responsibility for the MDMS 

software including integration ofthe MDMS with the RNI and CIS. The use of an SI will 

mitigate MDMS implementation risks and project delays and the SI will be required to 

In the Companies' response to LOL iR 15 in the REIP docket. Docket No. 2007 0416, it was indicated 
that 90% ofthe meters would be replaced. This has been revised to reflect the final Sensus network design 
study and excludes the Companies' MV90 meters. 
"'*' "mpass" denotes Message Pass (mpass) Communication Mode: Indirect communication through a 
"buddy" device such as another AMI meter or a FNP/FRP repeater device. 
"'̂  A high level view of the MDMS architecture and how it can be integrated with other processes such as 
CIS and OMS is provided as Exhibit 9. 
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provide a performance guarantee"'^. Further details conceming integration ofthe MDMS 

with the Companies' RNI and CIS are provided as Exhibit 9. 

The MDMS application is the data "bucket" that captures the large volumes of 

data generated by the AMI meters. The use of an MDMS can have a significant impact 

on operational efficiencies, customer service, energy forecasting, and distribution system 

reliability. At a minimum, an MDMS provides a database repository that automates and 

sfreamlines the complex process of collecting meter data from multiple collection 

technologies and delivering that data in the appropriate format to the billing system. 

Specific MDMS functions include: (1) collection system integration; (2) validation, 

estimation and editing; (3) versioned data storage; (4) calculation and aggregation; and 

(5) data exports and interfaces. Further details regarding these functions are provided as 

Exhibit 8. 

In confrast to today's largely manual billing processes, the AMI system will 

generate a far greater volume of meter data. In addition, the MDMS will ultimately 

handle the storage and distribution of non-billing data such as outage alarms, tamper 

alarms and DR events. The MDMS must also be designed with the capability to meet 

ftiture needs, including applications which are not initially implemented such as the 

Smart Grid and DR. 

The collection, management and enterprise-wide application of meter-based data 

will enable the Companies to more effectively deliver strategic, societal and operational 

benefits to various stakeholders, including: 

• Consohdated usage data in a single repository enabhng critical knowledge to be 
shared easily across organizational boundaries; 

"'̂  The use of an SI in a prime contractor capacity and folding the MDMS responsibility within its scope of 
work entails an added risk premium to the MDMS system integration base cost. 
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• Enhanced utility business processes and customer service; 

• Improved regulatory and compliance reporting; 

• Optimized utility operational efficiency and rehability; 

• Empowerment of customers to make informed decisions on how and when they 
use electricity; and 

• Creation ofa platform to provide effective pricing programs based on the interval 
data captured by the AMI system. 

The MDMS will interface with the Sensus RNI and the Companies' CIS. At 

HECO, the MDMS will eventually support HECO's Outage Management System 

("OMS"), although, the current AMI Project will focus on the RNI and CIS interfaces 

and support for OMS will be addressed in the future^^ 

D. INFORMATION ACCESS 

AMI will empower customers to make more intelligent energy decisions and have 

greater control over their electricity use and costs. Customer access to electricity 

consumption will be provided through a web portal that displays time-differentiated 

electricity consumption. For customers without Intemet access, HECO is investigating 

ftie use of "In-Premise" displays that can communicate directly with the AMI Network or 

through a Home Area Network ("HAN")''^. Additional details conceming these 

technologies are provided as Exhibit 4, Exhibit 12, and Exhibit 13 

E. END-USE DEVICES 

In addition to providing customers with information regarding their energy 

consumption, AMI technologies could support direct load control using the AMI 

Network. Devices such as "ZigBee" HANs and FlexNet smart thermostats and load 

"'̂  OMS integration will be requested in a separate apphcation. 
''*' The instant application does not request approval for provision of "in premise" displays to customers. 
This would be a future request to the Commission. 
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control switches are in development by several vendors to support DR programs, 

including Sensus (see Exhibit 13). 

F. CHANGE MANAGEMENT 

Implementation of AMI and the technologies enabled by AMI (e.g., DR and 

Smart Grid) will result in changes to the Companies' business and operations paradigms, 

business organization and processes, customer sfrategies, resource planning, energy 

management policies, engineering practices, service reliability, and safety management. 

Consequently, effective management ofthese organizational changes (i.e., "change 

management") will play a key role in the Companies' successful AMI implementation. 

To that end, as part ofthe AMI Project, the Companies are mapping out a comprehensive 

AMI Change Management Plan focusing on the impacts of process changes on the 

Companies' organizations and employees, and communications with the intemal and 

extemal stakeholders in the AMI Project. Additional details regarding the AMI Change 

Management Plan are provided as Exhibit 14. 

VIH 

PROJECT NEED AND SYSTEM REQUIREMENTS 

A. INTRODUCTION 

AMI provides two-way communications between the utility and customer meters 

to allow the utility to obtain consumption reads and voltage status at individual premises 

much more frequently than the monthly billing cycle, and "on demand." These 

capabilities can allow the Companies to enhance customer service, revenue management 

and distribution operations, and support outage management. 
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In conjunction with a future DR program, AMI will empower the Companies' 

customers to reduce and/or shift energy usage in response to time-differentiated energy 

prices. Further, DR technologies, such as smart programmable/controllable 

thermostats,"' smart load cycling controls,''^ in-premise displays, etc., can allow 

customers to execute their choices conveniently. 

The AMI communication and smart metering infrastmcture also provides a 

foundation for the implementation of Smart Grid technology. Smart Grid technology 

combines intelligent elecfronic devices (i.e., smart relays and distribution automation 

devices) and advanced applications that utilize timely data on customer loads and 

voltages. The Smart Grid promises unparalleled capabilities in monitoring, controlling, 

optimizing and automating the restoration ofthe electric power delivery system. 

Collectively, AMI and DR offer important alternatives, in addition to renewable energy, 

to help address global energy supply and environmental issues. 

In short, the implementation of AMI is being driven by significant developments 

in the evolution and availability of AMI-related technologies, AMI's increasing 

popularity on the U.S. mainland**"', and uncertainty in the future price of fuel. AMI has -

particularly in recent years - received wide support at both state and federal levels. In 

line with this support, AMI is "a critical component ofa number of important aspects" of 

"Smart thermostats" are not a required component of AMI, although they may offer benefits for DR in 
addition to those possible with AMI alone. See Nancy Brockway, Advanced Metering Infrastructure: 
What Regulators Need to Know About Its Value to Residential Customers. Nat'l Regulatory Research Inst.. 
Febmary 13, 2008 ("NRRI Paper") at 10. 

Utilities can use AMI as a convenient network to signal direct load control devices at times of peak 
demand, but AMI is not required to perform this function. Conversely, a utility can install AMI without 
installing direct load control devices on customer end uses. NRRI Paper at 10. 

'̂ ^ Mainland penetration of AMI has driven product development and reduced costs. 
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the HCEI Agreement.'''' AMI has also been identified in the Companies' RPS/REIP 

dockets as a REI Project under the REIP. 

B. PROJECT TIMING 

It is important for the HECO Companies to proceed now with the AMI Project. 

First, as ftirther discussed below, Section 14 ofthe HCEI Agreement recognizes that 

"Advanced Metering Infrastmcture is a critical component of a number of important 

aspects ofthe Clean Energy Initiative." HCEI Agreement at 24. Thus, Section 14 

provides that "[u]pon Commission approval, AMI will be implemented as quickly as 

possible, along with proposals for time-of-use rates and customer electricity pricing 

information that facilitate substantive customer understanding and energy use 

management" Id. at 25. 

In addition, proceeding with AMI now will help the Companies to empower 

customers to make more intelligent energy decisions and have greater control of their 

electricity use and costs. 

Moreover, substantial developments in the evolution of metering technology (both 

in terms of price and capability) have enabled the HECO Companies' to recently execute 

the Sensus Agreement, which provides favorable pricing. The data and communications 

capabilities inherent in the Sensus Agreement will give customers on Oahu, Maui and the 

Hawau a platform upon which to build a number of programs aimed at managing overall 

energy costs. In the ftiture, technologies enabled by AMI will allow customers' 

appliances to receive and react to real time energy prices"^. Some ofthese technologies 

will take time to be developed and tested, but others, such as TOU and dynamic pricing. 

^̂  HCEI Agreement at 24. 
^̂  Appliance Interface for Grid Interface, Grid Interop, November 7 9, 2007, Albuquerque, NM. 
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are ready to roll out immediately, and are capable of providing significant customer 

benefits. 

Also, the cost of electricity and gas has risen significantly in recent years, thereby 

driving the need for detailed consumption data for the Companies, their ratepayers and 

the State of Hawaii in general. Although world oil costs dropped recently, they are still 

high and there is no reason to believe that ftiture oil prices will not increase over the life 

ofthe AMI Project. 

Thus, AMI will help to facilitate important alternatives, in addition to renewable 

energy, to help address global energy supply and environmental issues. 

C. SUPPORT FOR AMI 

Against this backdrop, it should not be surprising that there is wide support for 

AMI at both state and national levels. 

On the state level, the HCEI Agreement was executed on October 20, 2008, in 

order that Hawaii "move more decisively and irreversibly away from imported fossil fuel 

for electricity and transportation and towards indigenously produced renewable energy 

and an ethic of energy efficiency." HCEI Agreement at 1. In addition, Hawaii has 

enacted a number of statutes supporting the development of renewable energy including 

Hawah's Renewable Portfolio Standards ("RPS") law, and, more recently. Acts 177 and 

234, passed in 2007 by Hawau's 24* Legislature. 

On the national level, further support for AMI can be found in: (1) Congressional 

legislation such as the Energy Pohcy Act of 2005 ("EPAct 2005"),"^ the Energy 

''̂  EPAct 2005 added five new standards to the ten standards oudined previously in the Public Utility 
Regulatory Policies Act ("PURPA") of 1978 and the Energy Pohcy Act of 1992. These standards were 
added to PURPA § 111(d), 16 U.S.C. § 2621(d). 
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Independence and Security Act of 2007 ("EISA"),'" and in the Emergency Economic 

Stabilization Act of 2008 ("EESA"),''** supporting time-based pricing, other forms of DR 

and Smart Grid technologies; (2) the policies ofthe National Association of Regulatory 

Utility Commissions ("NARUC"), which on Febmary 21, 2007, adopted a resolution for 

the removal of barriers to AMI implementation; ''̂  and (3) orders and reports ofthe 

Federal Energy Regulatory Commission ("FERC"), which have recognized the need for 

additional renewable energy transmission infrastructure, and the fact that, to a degree, 

AMI-supported DR can serve as a substitute for such infrastructure.̂ ** 

1, Hawaii Clean Energy Initiative 

On January 28, 2008, the State of Hawaii and U.S. Department of Energy signed a 

memorandum of understanding ("MOU") estabhshing the HCEI which provided in part: 

It is estimated that Hawaii can potentially meet between 60 and 70 percent 
of its ftiture energy needs from clean, renewable energy sources. However, 
achieving this level market of penetration will require substantive 
fransformation ofthe financial, regulatory, legal, and institutional systems 
that govern energy planning and delivery within the State. 

As a result ofthe MOU, the stated created working groups to address, among 

other things: (1) the use of renewable energy at remote locations; (2) fransmission and 

distribution improvements, grid management improvements, and energy storage to ensure 

ftiat the existing and ftiture infrastructure facilitates optimal use of renewable energy 

resources and readily adapts to and incorporates new developments in system planning 

and fransmission technologies while maintaining system reliability; (3) the development 

' ' ' Pub. L. No. n o 140, H.R. 6. 
'" H.R. 1424, 110th Cong., 2d Sess. 
49 

NARUC Resolution to Remove Regulatory Barriers To the Broad Implementation of Advanced 
Metering Infrastmcture, adopted Febmary 21, 2007 ("NARUC Resolution"). 
^̂  See, e.g.. Promoting Transmission Investment through Pricing Reform, Order No. 679, 71 Fed. Reg. 
43,294 (July 31, 2006, FERC Stats. & Regs. 1 31222 2006) ("Order 679"); FERC Stafl̂  Report, Assessment 
of Demand Response & Advanced Metering. Docket No. AD 06 2 000, August 2006. 
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of innovative public and private financing vehicles for altemative energy sources and 

clean technologies at the state and county levels; and (4) design and enactment of 

comprehensive regulatory mechanisms that provide appropriate incentives for all 

stakeholders in the energy supply chain to proactively transition to a renewable energy-

based ftiture. 

A product ofthe HCEI, the HCEI Agreement is a commitment on the part ofthe 

State and the HECO Companies to accelerate the addition of new, clean resources on all 

islands; to fransition the HECO Companies away from a model that encourages increased 

electricity usage; and to provide measures to assist consumers in reducing their elecfricity 

bills. See HCEI Agreement at 1-2. 

The proposed AMI Project is reasonable in hght ofthe HCEI and the State's 

movement towards self-sufficiency. AMI is specifically included in Section 14 ofthe 

HCEI Agreement as one ofthe HCEI project proposals that are known today, with the 

goal of bringing the maximum number of projects and renewable capacity on-line as 

quickly as possible subject to Commission approval, contract negotiations, and grid 

integration feasibility. 

More specifically. Section 14 recognizes that: "Advanced Metering Infrastmcture 

is a critical component of a number of important aspects ofthe Clean Energy Initiative. 

The parties believe that AMI will help customers manage their energy use more 

effectively." HCEI Agreement at 24. In addition. Section 14 states that, "Unless the 

Commission identifies a compelling reason to do otherwise, all customers having 

advanced meters will be given the utility time-of-use or dynamic rate options and shall 

have to affirmatively opt out ofthe rate option." Id Thus, Section 14 provides that 
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"AMI will be implemented as quickly as possible, along with proposals for time-of-use 

rates and customer electricity pricing information that facilitate substantive customer 

understanding and energy use management." Id. at 25. 

A number of other sections ofthe HCEI Agreement also address technologies 

enabled or supported by AMI, as well as other AMI-related issues. For example: 

• 

• 

• 

• 

• 

• 

With respect to "The Solar Opportunity" and "Net Energy Metering," 
Sections 4 and 19 require new net metered installations to incorporate 
time-of-use metering equipment. See HCEI Agreement at 12, 28; 

With respect to "Greening Transporation," Section 10 contemplates the 
use of plug-in hybrid vehicles ("PHEVs") that will charge from the grid 
and mn most ofthe time on electricity. See HCEI Agreement at 19; 

With respect to "Demand Response Programs," Section 13 provides that 
"[t]he Hawaiian Electric utilities will explore enabling technologies, and if 
appropriate, will add them to the system to make it easier for customers to 
receive energy pricing or event information and change or manage their 
energy use based on this new information." HCEI Agreement at 24; 

With respect to "Pricing Principles and Programs." Section 15 provides 
that "the utilities will complete the implementation of mandatory time-of-
use rates to commercial and industrial customers by class as AMI is 
implemented. Demand response options, parallel with AMI deployment, 
will be offered to all C&I customers." HCEI Agreement at 26; 

With respect to "Meeting the Military's Needs, Section 16 identifies 
Advanced Metering as a mechanism for accomplishing that goal. See 
HCEI Agreement at 25; 

With respect to "The Smart Grid," Section 26 contains an agreement in 
principle acknowledging that a "smart grid" is a critical component of 
Hawaii's energy future" that will build "upon existing utility generation, 
transmission and distribution, using automation, communications, 
analytics and controls to operate the grid more efficiently, reliably, and 
safely, and improve the integration and use of intermittent renewables, 
demand-side and decentralized resources." HCEI Agreement at 31; 

With respect to the "Clean Energy Infrastmcture Surcharge" ("CEIS"), 
Section 29 provides that "[t]he reasonable costs of infrastructure 
investments will be ehgible for cost recovery through the CEIS if it can be 
demonsfrated that the investments facilitate greater grid efficiency as 
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determined and approved by the Commission, such as advanced meters 
and grid automation," HCEI Agreement at 34; 

• With respect to "Greenhouse Gas ("GHG") Issues," Section 35 provides 
that "[t]he State shall support and expedite approvals of necessary 
infrastmcture and rate stmctures, including smart metering, which enable 
and accelerate measures designed to reduce GHG emissions[.]" HCEI 
Agreement at 42; and 

• With respect to "Telling the Energy Story," Section 36 provides that 
"[mjaintaining and upgrading the electric grid is essential to supporting 
reliable, renewable energy and to using technologies (such as advanced 
metering) that give customer options for better managing energy use." 
HCEI Agreement at 43. 

Accordingly, an AMI system will support the HCEI Agreement by empowering 

customers to be use electricity wisely - both in terms of consumption and time of use -

and also by enabling or facilitating the use of new technologies, such as Smart Grid 

technology, which will help to maintain the reliability ofthe Companies' systems as they 

endeavor to accommodate increasing amounts of intermittent renewable energy.^' 

2. United States Congress: EPAct 2005, EISA & EESA 

AMI metering capabilities are being driven in part by federal energy pohcies such 

as EPAct 2005, EISA and EESA. 

a. Smart Metering: EPAct 2005 

EPAct 2005 renewed and expanded the federal govemment's practice of requiring 

that state regulators consider the adoption of certain ratemaking standards. Of particular 

relevance to AMI, EPAct 2005 established as a matter of federal policy that "time-based 

"An extensive review of demand response programs and their conservation effect, which we define as 
the change in total monthly or annual energy consumption attributable to the program, shows that although 
the primary intended effect of demand response programs is to reduce electricity use during times of peak 
load, the vast majority of demand response programs also yields a small conservation effect." Chris King 
and Dan Delurey, Efficiency and Demand Response: Twins, Sibings or Cousins?, Public Utilities 
Fortnightly, March 2005. 
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pricing and other forms of demand response . . . shall be encouraged." Thus, Congress 

required regulatory commissions to consider adopting a "smart metering" standard^"* and 

specifically identified in EPAct 2005 several types of time-based ratemaking schedules 

including (1) TOU pricing,^'' (2) critical peak pricing ("CPP"),^^ (3) real time pricing 

("RTP")^^ and (4) "credits for customers with large loads who enter into pre-established 

peak load reduction agreements that reduce a utility's planned capacity obhgations."^^ 

Time-based rates can send more accurate price signals to customers. Prices can 

be designed to be higher at the peak period ofa day, season or other timeframe. In the 

short- and medium-term, these price signals provide incentives to customers to shift their 

electricity usage to low-priced periods and, symmetrically, to reduce their usage in high-

priced periods. In the longer term, customers have incentives to engage in energy 

efficiency efforts focused on high-priced periods. Thus, appropriately designed time-

based rate structures coupled with new smart meters can improve efficiency in elecfricity 

^̂  PURPA § 132(f). 
^̂  As set forth in PURPA § 11 l(d)(14), the standard provides: 

TIME BASED METERING AND COMMUNICATIONS. (A) Not later than 18 
months after the date of enactment of this paragraph, each electric utility shall offer each 
of its customer classes, and provide individual customers upon customer request, a time 
based rate schedule under which the rate charged by the electric utility varies during 
different time periods and reflects the variance, if any, in the utility's costs of generating 
and purchasing electricity at the wholesale level. The time based rate schedule shall 
enable the electric consumer to manage energy use and cost through advanced metering 
and communications technology. 

^̂  PURPA § 11 l(d)(14)(B)(i) defines traditional TOU as: 
[EJlectricity prices . . . set for a specific time period on an advance or forward basis, 
typically not changing more often than twice a year, based on the utility's cost of 
generating and/or purchasing such electricity at the wholesale level for the benefit of the 
consumer. Prices paid for energy consumed during these periods shall be pre established 
and known to consumers in advance of such consumption, allowing them to vary their 
demand and usage in response to such prices and manage their energy costs by shifting 
usage to a lower cost period or reducing their consumption overall. 

^̂  PURPA § 11 l(d)(I4)(B)(ii) defines CPP as when "time of use prices are in effect except for certain peak 
days, when prices may reflect the costs of generating and/or purchasing electricity at the wholesale level 
and when consumers may receive additional discounts for reducing peak period energy consumption." 
^̂  PURPA § 1 ll(d)(14)(B)(iii) defines RTP as "electricity prices . . . set for a specific time period on an 
advanced or forward basis, reflecting the utility's cost of generating and/or purchasing electricity at the 
wholesale level, and may change as often as hourly." 
" PURPA § l!l(d)(I4)(B)(iv). 
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consumption, create an opportunity for regulators to support or offset cross-subsidies, and 

reduce the cost of improving system reliability.^^ 

b . Smart Grid: EISA 2007 

Enacted two years after EPAct 2005, EISA promotes energy independence and 

national security through provisions designed to increase energy efficiency and the 

availability of renewable energy.^^ Like EPAct 2005's smart metering provisions, the 

"Smart Grid" provisions set forth in Title XIII of EISA are instmctive as to AMI 

implementation. 

The Smart Grid opens new vistas when it comes to dealing with tomorrow's 

customers who will be born into the digital age.**̂  Smart Grid technologies include a 

variety of operational and energy measures including smart meters, smart appliances, 

renewable energy resources, and energy efficiency resources that combine to create 

distribution systems allowing information to flow in two directions: (1) inside the house 

to thermostats, appliances, and other devices; and (2) from the house back to the utility.^' 

As a result. Smart Grids benefit utilities and ftieir customers by enabling appliances to be 

tumed off during periods of high electrical demand and cost; giving customers real-time 

information on changes in elecfric rates; increasing power grid efficiency, reliability, and 

See Kenneth Gordon, Wayne P. Olson, and Amparo D. Neito, Responding to EPAct 2005: Looking at 
Smart Meters for Electricity. Time Based Rate Stmctures. and Net Metering. Edison Electric Institute (May 
2006) ("EPAct Paper") at 13. EPAct 2005 also required state regulators to consider adopting a net 
metering standard.^^ Net metering allows the electric meters of customers with generating facilities to mn 
backwards when their generator is producing more electricity than they demand themselves. Id at 27 28. 

See generally Congressional Research Service Report for Congress, Energy Independence and Security 
Act of 2007: A Summary of Major Provisions (December 31, 2007) ("EISA Summary"). 
*"" Ahmad F. Famqui, Ph.D., Will the Smart Grid Promote Smart Customer Decisions?. Presentation on 
behalf of The Bratde Group, June 19, 2008. 
^' See Congressional Research Service Report for Congress, Smart Grid Provisions in H.R. 6. 110 '̂' 
Congress (Updated December 20, 2007) ("Smart Grid Report") at 3. 
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flexibility; and reducing the rate at which additional electric utility infrastmcture needs to 

be built.^^ 

EISA contains a number of provisions intended to encourage research, 

development, and deployment of Smart Grid technologies. Perhaps most significantly to 

AMI, EISA § 1307 requires states to encourage utilities to employ Smart Grid technology 

and consider allowing utilities to recover Smart Grid investments through rates. Section 

1307 accomphshes this by amending PURPA Section 111(d) so as to direct states to 

consider: (1) requiring elecfric utilities to consider "an investment in a qualified Smart 

Grid system" "prior to undertaking investments in non-advanced grid technologies . . . 

rf^ (2) authorizing electric utilities "to recover from ratepayers any capital, operating 

expenditure, or other costs ofthe electric utility relating to the deployment of a quahfied 

Smart Grid system, including a reasonable rate of retum on the capital expenditures of 

the electric utility for the deployment ofthe qualified Smart Grid system"; and (3) 

"authorizing any electric utility . . . to recover in a timely manner the remaining book-

value costs of any equipment rendered obsolete by the deployment ofthe qualified Smart 

Grid system, based on the remaining depreciable life ofthe obsolete equipment." EISA § 

1307(a) (emphasis added). 

New empirical evidence from a number of pilots shows that in-premise displays 

and similar devices that are enabled by the Smart Grid can lower energy use by up to 

6%).̂ '' Some ofthe larger installations of Smart Grid technologies include installations by 

^̂  See id. at 2. 
^̂  In considering Smart Grid technologies. Section 1307 directs electric utilities to consider certain 
appropriate factors, including total costs, cost effectiveness, improved reliability, security, system 
performance and societal benefit. See EISA § i307(a). 
'̂̂  Ahmad F. Famqui, Ph.D., Will the Smart Grid Promote Smart Customer Decisions?. Presentation on 

behalf of The Bratde Group, June 19, 2008. 
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Southem Caiifomia Edison Company, the Pacific Northwest National Laboratory 

("PNNL") and TXU Electric Delivery Company."^^ 

Recent Smart Grid and smart metering projects include ongoing or proposed 

installations by Duke Energy Indiana, Commonwealth Edison, Wisconsin Power & Light 

Company, Pacific Gas & Electric Company, Baltimore Gas & Electric Company, Public 

Service Electric & Gas Company, Pepco Holdings and Oncor Elecfric Delivery 

Company.^^ 

c. Economic Stabilization: EESA 2008 

The Emergency Economic Stabihzation Act of 2008 ("EESA") created and 

amended a number of key tax provisions for the electric industry, some ofwhich are 

particularly relevant to AMI technologies. For example, EESA created a reduced 

depreciation period for Smart Meters and Smart Grid assets which allows taxpayers to 

recover the cost of smart elecfric meters and smart elecfric grid systems over a 10-year 

period (instead ofa 20-year period), while providing a positive exception for property 

that already quahfies for a recovery period shorter than 10 years. 

In addition, EESA establishes a new credit for plug-in electric drive vehicles. The 

base amount ofthe credit is $2,500, plus another $417 for each kWh of traction battery 

capacity in excess of 4 kWh, with a cap. Further, EESA contains various provisions 

regarding credits and deductions related to energy-efficient homes, commercial buildings 

and appliances.^^ 

^̂  See id at 3 6. PNNL has been involved in Smart Grid demonstration projects with utilities such as the 
Bonneville Power Administration, PacifiCorp, Portland General Electric, Mason County PUD #3, Clallam 
County PUD, and the City of Port Angeles, Washington. See id at 5 6. 
'''' See Holly Fox, Power Companies Pitch 'Smarter' Savings. Medill Reports Chicago, May 28 2008; 
Rebecca Smith, Consumers. A Little Knowledge.... WALL Si. J., June 30, 2008, at R4. 
^̂  See Edison Electric Institute's summary, tided Emergency Economic Stabilizadon Act of 2008, KEY 
TAX PROVISIONS FORTHE ELECTRIC INDUSTRY (October 7, 2008). Other key EESA provisions 
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3. NARUC Resolution to Remove Barriers to AMI 

The implementation of AMI has also been supported by NARUC, which, on 

Febmary 21,2007, adopted a "Resolution to Remove Regulatory Barriers To the Broad 

Implementation of Advanced Metering Infrastmcture." In the NARUC Resolution, 

NARUC found, among other things, that: 

• The implementation of dynamic pricing, which is facihtated by AMI, can 
afford consumers the opportunity to better manage their energy 
consumption and electricity costs through the practice of demand response 
sfrategies; 

• Effective price-responsive demand requires not only deployment of AMI 
to a material portion ofa utility's load, but also implementation of 
dynamic price stmctures that reveal to consumers the value of controlling 
their consumption at specific times; 

• AMI deployment offers numerous potential benefits to consumers, both 
participants and non-participants, including: 

o greater customer control over consumption and electric bills; 

o improved metering accuracy and customer service; 

o potential for reduced prices during peak periods for all consumers; 

o reduced price volatility; 

o reduced outage duration; and, 

o expedited service initiation and restoration; 

• The use of AMI may afford significant utility operational cost savings and 
other benefits, including: 

o automation of meter reading; 

o outage detection; 

o remote connection/disconnection; 

o reduced energy theft; 

o improved outage restoration; 

o improved load research; 

include an extension ofthe placed in service date for the Renewable Energy Production Tax Credit by one 
year; extension ofthe 30% Energy Tax Credit for solar and qualified fuel cell property to facilities placed 
in service through 2016; investment tax credits for the creadon of advanced coal electricity and coai 
gasificadon projects; extensions and modifications to the energy Research and Development credit; 
extension of a provision allowing expensing of brownfield cleanup costs; and credits for the capture of 
CO2. See id. 
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o more optimal transformer sizing; 

o reduced demand during times of system stress; 

o decreased T&D system congestion; and, 

o reduced reliance on inefficient peaking generator; 

• Sound AMI planning and deployment requires the identification and 
consideration of tangible and intangible costs and benefits to a utility 
system and its customers; 

• Cost-effective AMI may be a critical component ofthe intelligent grid of 
the ftiture that will provide many benefits to utilities and consumers; and 

• It is important that AMI allow the free and unimpeded flow and exchange 
of data and communications to empower the greatest range of technology 
and customer options to be deployed.''*' 

4. FERC 

Although Hawaii is not under FERC's jurisdiction with respect to AMI, AMI 

implementation will help ftirther FERC's stated objective of increasing transmission 

infrastmcture for renewable energy. Electric utilities across the United States are faced 

with the need to add infrastmcture for the transmission of electrical energy and 

particularly, for renewable electrical energy. Noting that there is "abundant evidence" of 

the need for new transmission facilities, FERC recentiy amended its regulations to 

establish incentive-based (including performance-based) rate treatments for the 

fransmission ofelectric energy in interstate commerce by public utilities for the purpose 

of benefiting consumers by ensuring reliability and reducing the cost of delivered power 

by reducing transmission congestion. See Order 679 para. 14. 

FERC has further observed that, to a degree, DR (which is supported by AMI) can 

serve as a substitute for generation and transmission. As a substitute for generation, DR 

can serve as a local peaking resource and thereby assist resource adequacy. As a 

substitute for transmission and distribution infrastructure, DR can reduce the need for 

^̂  See id. 
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new transmission or distribution expansion to bring generation to a local area. At 

minimum, DR can provide rehef for an overloaded transmission system, and can defer 

the need for infrastmcture.''^ 

Consistent with FERC's position, the Pacific Economics Group has observed that, 

"In distribution, investment is needed to replace aging facilities, maintain or improve 

reliability, and serve growing demand. Advanced metering technologies can cut costs 

and facilitate the implementation of demand-response programs that permit economies in 

new capacity."^** 

D. AMI BENEFITS 

As touched on above, AMI systems can provide numerous benefits (both 

quantifiable and intangible) for all stakeholders - customers, shareholders, and 

regulators.^' The benefits of AMI can generally be broken down into two types: (1) 

operational benefits directly attributable to the AMI system; and (2) customer and system 

benefits derived from programs that the AMI system supports or provides a platform for 

developing (e.g., DR, disfribution asset utilization and outage management), which give 

customers increased flexibility and satisfaction while empowering them to make wiser 

energy choices. 

See FERC Staff Report at Summary, page x. 
^̂  Mark Newton Lowry, PhD, Altemative Regulation of New Power Industry Investments. Pacific 
Economics Group, January 9, 2007. 
' ' A table generally oudining the benefits of AMI is provided as Exhibit 15. 
'^ See Joint Testimony of Portland Gen. Elec. Co. ("PGE") and Or. Pub. Util. Comm'n ("Oregon PUC") in 
Support ofthe AMI Sdpuladon, UE 189/Joint/IOO Schwartz Owings Tooman (November 21, 2007) 
("PGE Joint Testimony") at 7; see also FERC Staff Report at 18, stating that: 

The need to bill customers for their electricity consumpdon has historically been the 
primary reason to read electric meters. Today, with advances in metering technology and 
communicadon systems, advanced meters and infrastmcture can provide addidonal value 
to utihdes by enhancing customer service, reducing theft, improving load forecasting, 
monitoring power quality, managing outages, and supporting price responsive demand 
response programs. 
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1. Direct Operational Benefits 

AMI implementation can significantly reduce meter reading and field services 

expenses, and can also increase the accuracy and timeliness of meter reading and 

billing.^"' For purposes ofthis Application, the Companies expect to reahze direct and 

presently quantifiable, incremental AMI benefits arising from: (a) reduced labor 

expenses; (b) meter accuracy gains; and (c) energy theft recovery. These benefits are 

quantified in Section X below. 

a. Labor Savings 

For the Companies, the largest direct and presently quantifiable financial benefit 

of AMI will stem from labor and related expense savings associated with the 

reduction/ehmination of many Field Services and Meter Reading functions. Activities 

currently performed by employees in these positions include manual meter reading, 

credit-related disconnections/reconnections, closing bill disconnections and new 

customer on premises ("NCOP") reconnections, meter unlocks for new customers, 

closing bill reads and meter re-reads. 

Currently, non-AMI residential meters require the Companies to dispatch meter 

readers monthly to manually retrieve meter readings for monthly billing. In addition to 

the monthly dispatches, situations like the closing of an account or the need to revalidate 

an unusual meter recording currently require the Companies to dispatch a field service 

representative to manually read non-AMI residential meters. Once deployed, AMI 

meters will eliminate the need for such manual meter reading dispatches in the areas 

covered by the AMI Network. Disconnection and reconnection of service (due to service 

termination, new service, credit-related disconnection/reconnection of service, etc.) are 

See FERC Staff Report at 35. 
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other manual functions requiring the deployment ofa field service representative that can 

be eliminated at customer premises equipped with AMI meters with remote disconnects. 

As recognized by the Edison Electric Institute ("EEI"), the original and clearest 

motive for automated meter reading has been to reduce or eliminate the labor expense of 

manual meter reading while improving the accuracy and completeness of monthly 

billing.^" An AMI communication network can exchange data with meters and virtually 

eliminate the need for any utility employee or utility contractor to access the meters on a 

monthly basis for meter reading. Customer benefits related to these types of capabilities 

include increased customer security, minimized billing anomalies (e.g., misreads, 

estimated reads, etc.), virtually eliminated meter access issues and immediate response to 

high bin inquiries.^^ EEI has further observed that, "When the vehicle, training, health 

insurance, and other overhead expenses of manual reading are included, reducing or 

eliminating manual reading is often the largest single AMI benefit."^'' 

Moreover, AMI coupled with remote service connection/disconnection ("SCD") 

allows the utility to remotely disconnect customers. This enables the utility to disconnect 

service for a departing customer, thereby lessening disagreements over departing/arriving 

customer energy use. In addition, AMI enables a utility to turn on service for a new 

customer virtually in real time rather than forcing the customer to wait for a field service 

See EEI, Deciding on "Smart" Meters: The Technology Implicadons of Section 1252 ofthe Energy 
Policy Act of 2005. September 2006 ("EEI Smart Meter Ardcle") at 16. The operadonal savings typically 
associated with remote meter reading include: (I) eliminadon ofthe need for meter readers to read meters; 
(2) facilitadonof more frequent meter reading; (3) elimination of problems associated with esdmated bills; 
and (4) improved meter reading accuracy leading to reduced meter disputes. See NRRI Paper at 15. 

See Delmarva Power and Light Co.'s Blueprint for the Future Plan filed F"ebmary 6, 2007 in Public 
Service Commission of the State of Delaware Docket No. 07 28 ("Delmarva Blueprint") at 46. 
'^ See EEI Smart Meter Ardcle at 16. "As a corollary to this, a udlity can make a very quick and coarse 
estimate of the AMI benefits by muldplying by about 2.5 the total cost of its meter reading acdvity. Note 
that this estimates the benefit in traditional udhty operations only. Other benefits are addidonal, such as 
demand response." Id, n.4. 
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crew to perform the task. This increases customer satisfaction while reducing utihty 

dispatch costs, especially for locations with high levels of SCD activity.^^ 

Similarly, AMI can reduce service calls and outages attributable to a customer-

based outage event such as a circuit breaker opening during a storm. Customers often 

assume that the problem is utility-based and the normal process is for the utility to 

dispatch a field crew. Conceptually, an AMI system could be used for a real time meter 

service audit to determine if power is being supplied, and if the meter is operational and 

has not lost supply to a meter leg. In these events, the service can be restored in minutes 

without the need or expense ofa field crew visit.̂ ** 

b . Meter Accuracy Gains 

An AMI system improves the accuracy of meter readings and, thereby, the 

calculation of all customer bills.^^ Meter accuracy tests*'̂  conducted by HECO indicate 

that the electromechanical ("EM") meters currently used by HECO's residential 

customers tend, on average, to under-record the energy passing through them by 0.4%). 

Tests conducted on the Sensus AMI meters, by contrast, indicate that the Companies' 

AMI meters will not under-record electricity usage. As a result, the Companies estimate 

that the AMI Project will yield meter accuracy gains equal to approximately 0.4%o ofthe 

Companies' residential sales. 

AMI enables other meter accuracy benefits as well, though not quantified. For 

example, an AMI system includes numerous processes to verify that a meter is 

recording properly, thus enabling the automated discovery of malfunctioning meters. 

' ' See Delmarva Blueprint at 48. 
'^ See Delmarva Blueprint at 48. 
^̂  See Delmarva Blueprint at 46. 
80 The meter accuracy test report is shown as Exhibit 16. 
' Meter firmware, RNI, and MDMS work collectively. 
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The AMI system software is designed to detect certain meter and communication 

malfunctions that can be directly reported to the utility.**^ Accordingly, AMI should 

result in the additional intangible benefit of greater customer and utility confidence in 

meter accuracy. 

c. Energy Theft Recovery 

Electricity theft is an issue that universally plagues all utilities. Besides the fact 

that electricity theft is a crime, it also creates an undue burden for ratepayers, to whom 

the cost associated with stolen energy and associated revenue protection programs is 

often passed. The Companies estimate the AMI Project will provide ratepayer benefits, 

in the formof energy theft recovery, equal to approximately 0.14%) of the revenues 

recorded by the replaced meters. 

AMI systems are designed to support revenue assurance and minimize meter 

tampering. The "infrastmcture" in an AMI system includes information systems that are 

capable of processing large amounts of interval data. Many forms of meter bypass (i.e., 

taps) are clever and very well concealed. For example, an underground tap ahead ofa 

meter may be buried or otherwise inaccessible in ductwork or raceways. The interval 

^̂  See Delmarva Blueprint at 46. 
fri calculadng the percentage of energy theft expected to be reduced by AMI, the Companies surveyed 

studies conducted by the Electric Power Research Inst. ("EPRI"), San Diego Gas & Elec. Co. ("SDG&E"), 
Southem Cahfornia Edison ("SCE"), Duke Power Co. and Dominion Resources Inc. Combining the results 
ofthese studies, the Companies expect that they will be able to recover approximately 20 30% ofthe 
revenues lost from energy theft, which according to the studies, generally ranges from 0.25 1.0 % of sales 
revenues. As further detailed in Exhibit 17 attached hereto, the 0.14% figure used by the Companies is 
based on a midpoint analysis ofthe recoverable revenue percentages derived from the surveyed studies. 
•̂̂  See EPRI Final Technical Report dtled Revenue Metering Loss Assessment (November 2001) at xi. 

According to EPRI, "It is obviously both uneconomic and technically impossible to isolate and correct 
every problem. Accordingly, filed data on incidents of energy theft and metering anomalies will always 
understate the full extent of the problem." Id. 
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data from AMI is useful in detecting anomalous patterns of energy use exhibited by some 

ofthe major methods of tampering, which are otherwise difficult or expensive to detect.^^ 

In addition to facilitating tampering detection, AMI reduces energy theft through 

the use of meters that are more difficult to tamper with than conventional meters. For 

example, an AMI meter does not have a spinning disc that can be slowed down. 

Moreover, AMI enables the detection of inverted meters^^ through the daily collection of 

hourly data and built-in tamper detection.**^ 

2. Customer and System Benefits 

In addition to reducing operational costs, many ofthe functionalities that AMI 

makes possible also improve the quality of service provided to customers. An AMI 

system can be likened to the purchase ofa complete computer operating system and some 

software. The computer has some functionality, but also has great potential for additional 

benefits as the owner purchases or develops new software. 

Likewise, the customer and system benefits ofthe Company's AMI Project have 

the potential to produce significant cost savings in the ftiture, but will also require 

QQ 

additional costs and investment to implement. Converting many ofthese benefits into 

dollar values would require many assumptions about fiiture energy prices, emerging 

^̂  See Delmarva Blueprint at 48; Re Applicadon of San Diego Gas & Elec. Co. (U 902 E). Cal. Pub. Udl. 
Comm'n Applicadon 05 03 015, Rebuttal Testimony of James Teeter, San Diego Gas & Elec. Testimony, 
(September 7, 2006) at JT 3 thm 4. 

Electromechanical meters will mn backwards when placed in an inverted position in the socket, whereas 
new AMI meters can detect this and properly register electricity usage. 
^' See Delmarva Blueprint at 48; Re Applicadon of San Diego Gas 8L Elec. Co. (U 902 E). Cal. Pub. Udl. 
Comm'n Applicadon 05 03 015, Rebuttal Testimony of James Teeter, San Diego Gas & Elec. Testimony, 
(September 7, 2006) at JT 3 thm 4. 
^̂  See Direct Tesdmony of Pordand Gen. Elec. Co., Advanced Metering Infrastmcture, UE 180/PGE/800 
Hawke Carpenter Tooman (March 15, 2006) ("PGE Direct Testimony") at 7. 
^̂  See PGE Joint Tesdmony at 7. 
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technologies and the market in general. Thus, as explained above, a number of intangible 

benefits associated with AMI have not been quantified for purposes ofthis Apphcation. 

In the future, the Companies expect the AMI Project to enable additional benefits 

derived from programs that the AMI system will support or provide a platform for 

developing. These benefits include: (a) empowering customers to make smart energy 

choices, (b) improved customer service, (c) improved distribution planning and 

engineering, and (d) improved outage management. 

a. Empowering Customers to Make Smart Energy Choices 

An AMI system empowers customers to be proactive in their utilization of 

electricity, both in terms of consumption (energy) and time of use (demand).^^ 

Specifically, AMI enables customers to make smart energy choices by: (i) providing 

customers with access to their usage information; (ii) facilitating the implementation of 

DR technologies; (iii) allowing utilities to utilize time variable pricing options; and (iv) 

supporting other rate options and/or any ofa number of future benefits that have yet to be 

developed in connection with emerging AMI-related technologies.^' 

See Chris King and Dan Delurey, Efficiency and Demand Response: Twins. Sibings or Cousins?. 
Public Utilities Fortnighdy, March 2005: 
Our review shows that demand response programs usually result in a small reduction in total 
electricity consumpdon in addidon to a much larger reducdon in electricity use during peak hours. 
The average reduction ranges from about 4 percent for dynamic pricing programs, to a fracdon of 
a percent for reliability programs, to around 10 percent for effective informadon/feedback 
programs. These averages mask important variations, namely that some dynamic pricing programs 
result in no observed reduction in consumpdon (and in one case apparendy led to an increase). 
With respect to the different types of programs, the conservadon effect appears to be largely 
addidve. 
^' See Freeman Sullivan, Characterizing and Quandfying the Societal Benefits Attributable to Smart 
Metering Investments. Electric Power Research Insdtute Topical Report, July 2008 ("EPRI Report"). The 
EPRI Report characterizes the potential societal benefits of AMI as follows: 

1. Service quality enhancements that may reduce the duradon of outages; 
2. Feedback made available to consumers about electricity consumption in an actionable and 

timely fashion that may result in reduced electricity consumption and bill savings; 
3. Demand response programs that provide consumers with inducements to modify their 

electricity consumption through price or other incentives, thus providing them with a 
opportunity to reduce their electricity costs; 
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1. Customer-Access to Usage Information 

AMI enables utilities to help their customers control energy costs in ways as 

simple as showing customers, on their monthly billing statements, when they use energy. 

An AMI system's ability to collect interval data on a daily basis creates a rich and 

valuable database. This database, in conjunction with an interactive portal or other 

device, enables customers to readily determine how and when they use energy and, in 

tum, to develop strategies for lowering their bills.^^ 

In addition, more frequent meter-reading will allow customers to track their 

changing usage and electricity costs, making it easier for customers to budget for such 

costs. Similarly, by eliminating the need for estimated bills, AMI makes it possible for 

customers to have timely and accurate readings of their actual usage, and receive bills 

that do not require adjustment. This accuracy helps with electricity cost budgeting. 

Estimated bills also create billing disputes that are not only costly to the utility, but 

aggravating and time-consuming for customers. As a result, more timely and accurate 

meter readings should also serve to remove a common source of distmst by consumers 

toward utilities.^^ 

ii. Demand Response 

The demand management benefits of AMI have been widely discussed in pubhc fomms 

since the rolling blackouts in Caiifomia in 2000. The term "demand response" has come 

4. New products and services that can create opportunities to use electricity more efficiently and 
effectively; 

5. Reducdon of externalities, which are potendally adverse impacts of electricity usage on the 
environment or society that are not explicitly reflected in electricity prices but whose 
reducdon benefits all consumers; and 

6. Macroeconomic benefits may arise from changes in the expenditure pattems of utilities and 
consumers that can enhance regional employment and raise wages. 

EPRI Report at viii. 
^̂  See Delmarva Blueprint at 46 47. 
^̂  See NRRI Paper at 16. 
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to mean actions by energy users in response to electric market dynamics. The principal 

economic benefit of DR is that, during periods of high energy demand, a small reduction 

in demand produces a relatively large reduction in marginal cost.̂ '̂  As stated by EEI, 

price and demand reductions during high-demand periods benefit the utility in many 

ways, including: reduced peak capacity requirements; improved electrical system 

efficiency (from lower operating costs) and rehability (from lower maintenance costs); 

and greatly facilitated settlement data management. ̂ ^ 

AMI systems can support DR technology, such as remotely controllable 

programmable thermostats, to directly reduce customer electricity demand during periods 

of high electricity demand.̂ "̂  Similarly, AMI could be used to enhance the integration of 

a utility's DR and energy efficiency portfolios as part of an integrated demand side 

management portfolio.^^ 

iii. Time Variable Pricing Options 

AMI also supports DR through time variable pricing options that more closely 

frack electricity supply conditions. Time-based rate stmctures charge utility customers 

different prices for consumption at different times ofthe day, based on differing 

underlying costs. Time-based rate stmctures can improve the accuracy ofthe price 

signals that customers face during any time interval, thereby giving customers an 

•̂* See EEI Smart Meter Ardcle at 17. 
^̂  See EEI Smart Meter Ardcle at 18. 
^̂  See Delmarva Blueprint at 47. 
^' See Opening Brief of San Diego Gas & Elec. Co.. filed October 27. 2006 in A.05 03 015: 

AMI deployment will also enhance the integration of SDG&E's Energy Efficiency and 
DR program portfolios. . . . Energy Efficiency and DR programs are part of an 
integrated demand side management portfolio, which includes programs such as peak 
load management and A/C cycling. SDG&E does not intend to abandon these programs. 
As witness Gaines tesdfied, "[tjhese programs . . . achieve both energy efficiency and 
demand response ... "and SDG&E will continue our efforts on these exact same 
programs." 
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incentive to reduce their elecfricity usage during high-cost periods, and shift it to low-cost 

periods. Accordingly, AMI-enabled time variable rate options can benefit both 

customers and society.^^ 

Examples of rate options that directly reflect existing elecfricity market conditions 

include dynamic pricing, TOU rates, CPP, RTP and critical peak load reduction rebates. 

Participants in these rate options can reduce their monthly electricity bills by reducing 

their electricity consumption during high priced periods and thereby place significant 

downward pressure on energy and capacity prices - benefiting all ofa utility's customers. 

These rate options, when combined with the availability of direct load control technology 

can be a powerful tool for reducing overall peak electricity demand in a customer friendly 

99 

manner. 

HECO's DPP Pilot Proaram 

Pursuant to the Commission's Framework for Integrated Resource Planning ("IRP 

Framework"),"*^ HECO filed its apphcation requesting approval ofa DPP Program and 

recovery of program costs on April 24, 2008 ("DPP Apphcation").'^' HECO's DPP 

Program is a DR program that provides peak time customer incentives, or rebates 

("PTR"). A PTR program provides monetary incentives to customers for every kWh 

saved during the apphcable time period. HECO's DPP Program will involve the active 

participation of about 600 pilot program test participants that will be eligible for PTR 
^̂  See Delmarva Blueprint at 47; EPAct Paper at 2. When prices reflect short mn marginal costs, such 
shifts in market behavior can increase the overall efficiency of the electric system on both the demand and 
the supply sides. The net benefits to society from these efficiency improvements include: (1) the 
consequences of the change in the utility's investment decisions and the corresponding reducdon in 
operating costs; and (2) the changes in the purchasing behavior of consumers. Correct price signals benefit 
customers and society. See id. 
^̂  See Delmarva Blueprint at 47; EPAct Paper at 2. 
'**" See Paras. ILB.7, III.F, and V of the IRP Framework, issued pursuant to Decision and Order No. 11523 
(March 12, 1992) and Decision and Order No. 11630 (May 22, 1992), in Docket No. 6617. 
'"' See Docket No. 2008 0074. 
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rebates of $1 for every kWh saved, and the monitoring ofthe energy use of about 400 

customers in a control group that will not be eligible for rebates. '̂ ^ 

One ofthe stated objectives of HECO's DPP Program is to "[vjalidate the ability 

of AMI meters to collect and transmit accurate time-based energy consumption 

information to the Company's billing system.""*^ Accordingly, HECO indicated in its 

DPP Application that its installation of AMI meters will commence after the recmitment 

of DPP Program participants is completed in order to derive the amount of kWh saved 

under the DPP Program and also to collect information used in ftiat derivation.'^ HECO 

is awaiting the Commission's approval of its DPP Apphcation before it recmits program 

participants."*^ 

iv. Support of Other Rate Options 

AMI technologies can support other emerging technologies and rate options such 

as pricing tariffs that reward renewable generators for their production of elecfricity 

during periods of high energy prices. This is particularly valuable for resources such as 

photovoltaic ("PV") systems, which supply energy during the day. In addition, AMI can 

provide remote monitoring ofthe output of a utihty's distributed generators. 

See DPP Application at 7. There would be a maximum of 10 critical peak periods, no more than 6 
hours long for each period, during the pilot. Energy use data from 10 cridcal peak periods are expected to 
provide sufficient information to permit statisdcally robust inferences from the one year pilot program. Id 
at 8. 
'"^ DPP Application at 12. 
'*" See DPP Applicadon at 9 10. 
'"^ The last activity in the DPP Apphcation, Docket No. 2008 0074, is that HECO submitted its responses 
to CA IR 1 to 25, filed on July 18, 2008. 
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Plug-in Electric Vehicles 

AMI could also enable rate designs to support the off-peak charging of plug-in 

hybrid electric vehicles'^^ ("PHEVs"). Recently, automakers, utilities and the public 

have become increasingly interested in PHEVs, which according to EPRI, "represent the 

most promising approach to introducing the significant use of electricity as transportation 

fuel." PHEVs add the ability to charge a hybrid vehicle's battery using low-cost, off-

peak electricity from the grid-allowinga vehicle to mn on the equivalent of 750 per 

gallon or better at today's U.S. mainland electricity prices, while drawing only about 1.4 

to 2 kW of power while charging - approximately what a dishwasher draws.'"^ Studies 

further indicate that the use of PHEVs would lead to significant GHG emission 

reductions.'"^ 

In addition to creating a cleaner and cheaper altemative to fraditional automobile 

combustion engines, PHEVs can create benefits for the grid as well. With AMI-enabled 

off-peak charging, the grid could support a high level of PHEV penetration without the 

need for more generating capacity, thus improving power system efficiency (and 

ultimately benefiting ratepayers). Eventually, PHEVs might also be considered for use as 

home-based energy storage units for PV systems, or as a source of stored power that 

could be tapped as needed by the utility."*^ 

See John Douglas, Plug In Hybrids on the Horizon: Building a Business Case. Electric Power Research 
Institute, Spring 2008 ("EPRI PHEV article"); see also Delmarva Blueprint at 48. 
"̂ ^ EPRI PHEV ardcle at 8. A shift from gasoline to PHEVs could reduce the gasoline consumpdon by up 
to 6.5 MMBpd, which is equivalent to 52% ofthe U.S. petroleum imports. Michael Kintner Meyer, Kevin 
Schneider & Robert Pratt, Impacts Assessment of Plug In Hybrid Vehicles on Electric Utilides and 
Regional U.S. Power Grids Part I: Technical Analysis. PNNL, November 2007 ("PHEV Technical 
Analysis") at 16. 
'"^ See EPRI PHEV article at 9; see also PHEV Technical Analysis at 16 ("There are potendally significant 
greenhouse gas emission impacts if the gasoline based LDV fleet were to transition to a PHEV 
technology."). 
' ^ See EPRI PHEV article at 11 13. 
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b. Improved Customer Service 

AMI provides enhanced customer service capabilities that are typically not 

available with manual meter reading or with AMR. These benefits include new or 

improved services that utilities can offer to customers in connection with interval data 

showing not only a customer's total usage for each day but also when the energy was 

used. The customer service benefits of AMI include: flexible billing cycles; ftie ability 

to readily obtain meter readings that coincide with customer requested move dates; 

improved utility response to high bill inquiries; benchmarking of energy usage; 

aggregation of accounts and/or synchronization of multiple account billing and meter 

reading; web services based on more timely information;"" bill prediction for large and 

small customers (including weather forecast data); and rapid utility notification of 

customer outages.''' 

c. Distribution Asset Utilization 

In addition to empowering customers, AMI can provide important information to 

assist in electric utility asset management. As noted by the FERC, the proper sizing of 

equipment, based on detailed and accurate data on customer demand and usage pattems 

can be a sizeable benefit for utilities. AMI provides information that can be used to 

model and optimize the benefits and risks of adding capacity to a utility's system, thereby 

optimizing the utility's capital expenditures."^ 

Another key asset management benefit provided by AMI relates to the ability of 

electric utilities to more efficiently monitor and maintain the distribution equipment 

"" The timely processing of meter data can also improve a udlity's cash flow because ofthe reducdon in 
the time it takes the utility to produce a bill after the meter is read. FERC has stated that before advanced 
metering, the average time for read to bill date was three to five days, but that with advanced metering, this 
usually drops to one or two days. See FERC Staff Report at 37. 
' " See FERC Staff Report at 37; Delmarva Blueprint at 46. 
' '̂  See FERC Staff Report at 36; Delmarva Blueprint at 46. 
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necessary to reliably deliver stable power to customers. As discussed above. Smart Grid 

concepts are now available which permit the utility to deploy an array of sensors and 

control devices supported by AMI systems to provide additional near real-time 

monitoring. Examples include transformer load management, feeder load analysis, 

recloser control, fault indicator monitoring, voltage and phase monitoring, and capacitor 

bank switch control for improved voltage stability. Moreover, interval data from AMI 

systems can be used to evaluate the impact of both energy efficiency and DR programs 

on the utility's system.^^^ 

d. Outage Management 

AMI technologies can provide a number of outage management benefits as well. 

Outages, slow restoration times, and lack of good estimates regarding outage time can be 

a source of considerable fi-usfration to customers. Thus, identifying outage locations, 

dispatching crews more efficiently, and restoring service to customers more rapidly can 

result in better outage metrics."'' 

AMI systems support more rapid customer restoration time as a result of their 

ability to detect outages without customer calls. This enables utilities to respond to 

outages as quickly as possible and often before the customer even knows an outage has 

occurred. AMI systems are also capable of tracking and reporting momentary outages 

that could indicate a loose conductor coupling, cracked conductor or other service issues 

such as a mbbing tree branch. Faster outage response capabilities and more accurate 

"^ See FERC Staff Report at 36; NRRI Paper at 17; Delmarva Blueprint at 46 47. 
'"' See FERC Staff Report at 37; NRRI Paper at 16. 
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repair time estimates can improve customer service and reduce call center volumes 

during outages."^ 

In addition, AMI can enable a utility to verify an outage before dispatching field 

service personnel to respond to the outage by checking for power to customer meters. If 

the problem turns out to be on the customer side ofthe meter, the utility can achieve cost 

savings by not dispatching a repair crew unnecessarily, while in tum, the customer can 

begin effecting repairs sooner.' '̂  

Moreover, AMI enables outage repair crews to be dispatched with improved 

accuracy, and thus, in a more efficient manner. AMI data can enable a utility to acquire 

outage information within minutes of an event - permitting the utility to determine the 

type of repair likely to restore power most quickly to the greatest number of customers. 

Consequently, utilities can restore power faster, and often during regular hours, and 

customers are not faced with reporting the outage and then waiting for repairs to be made. 

Customer benefits from these capabilities include minimization of outage inconvenience, 

reduction in lost revenues and minimization of lost product."^ 

Further, after outage work crews finish their first round of repairs, utilities can use 

advanced metering on customer premises to check for additional problems before field 

service personnel leave the area. This eliminates the need to recall repair crews to fix 

problems not handled in the first round of repairs, while facilitating quicker restoration of 

power. "^ 

"^ See Delmarva Blueprint at 47; FERC Staff Report at 37. 
"^ See FERC Staff Report at 37. 
" ' See Delmarva Blueprint at 47. 
"^ See FERC Staff Report at 37. 
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IX 

PROJECT SCHEDULE 

The AMI Project schedule for the HECO Companies is provided as Exhibit 18. 

Assuming that the AMI Project receives Commission approval by January 2010, HECO 

will begin developing and implementing the MDMS in January 2010, and expects that 

the initial phase (basic CIS and RNI integration) ofthe MDMS would be completed 

within one year, by January 2011. The second phase (additional integration tasks) and 

the third phase (customization work) ofthe MDMS are expected to be completed in 

December 2011 and November 2012, respectively. The details of each MDMS phase are 

shown below: 

Phase I - Basic CIS and RNI Integration will provide full billing capability for 
existing rates and for additional TOU rates as required. In this phase, 
data from all the AMI meters will be routed from the RNI into the 
MDMS. 

Phase II - Additional Integration Tasks to centralize more user functions within 
the MDMS and minimize actions that must be performed by users and 
system administrators manually or from within the RNI. 

Phase III - Additional customization ofthe MDMS will be performed to redirect 
all existing Companies' metering systems (MVRS, MV90, and Turtle 
PLC) into the MDMS. 

A. HECQ AMI SYSTEM 

The installation ofthe AMI Network on Oahu will follow an incremental 

approach beginning in November 2010 and progressing through August 2013. The 

HECO meter full-scale deployment period is planned to begin in May 2011 and end in 

December 2013. 
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B. MECQ AMI SYSTEM 

The installation ofthe AMI Network on Maui will follow an incremental 

approach beginning in November 2013 and progressing through September 2014. The 

MECO full-scale meter deployment period is planned to begin in April 2014 and end in 

December 2014. 

C. HELCO AMI SYSTEM 

The installation ofthe AMI Network on the island of Hawaii wiU follow an 

incremental approach beginning in October 2014 and progressing through August 2015. 

The HELCO full-scale meter deployment period is planned to begin in April 2015 and 

end in December 2015. 

X 

PROJECT COST AND BENEFITS 

The AMI Project costs and off-setting benefits are described below for all three 

Companies. Shared software and hardware costs (such as for the MDMS and RNI) are 

allocated among each ofthe Companies based on customer count"^. The accounting and 

ratemaking treatment of all costs in this section is described in Section XI. 

The total cost ofthe AMI Project during the six-year deployment is estimated at 

$110,364,000'^" for all three Companies. This cost is composed of implementation costs 

($97,938,000) and operating costs ($12,426,000). Costs for the individual Companies are 

summarized in Exhibit 19, Tables 1, 2, and 3, and further described below. 

^ '•* Customer count as of December 31, 2006. Of a total 434,342 customers, HECO, MECO and HELCO 
customer counts were 292,988, 64,937, and 76,417, respecdvely. This results in a cost share allocation of 
67.4% for HECO, 15.0% for MECO, and 17.6% for HELCO. 
'•̂ "̂  This figure includes capital, deferred, and expensed cost components. 
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A. PROJECT COSTS BY FUNCTION 

AMI Project functions are divided into four major categories: (1) Project 

Management, (2) AMI Meters, (3) AMI Network, and (4) MDMS. Costs for each 

function are described below. 

1. Proiect Management 

The Companies' project management cost to oversee the development and 

implementationof ftie AMI Project totals $10,611,000. Exhibit 19, Table 4 summarizes 

these costs and shows the breakdown amongst the three Companies. 

2. AMI Meters 

Exhibit 19, Table 5 summarizes the meter cost of $74,900,000 for the AMI 

Project. The meter costs include costs for new AMI meters, installation costs, replacing 

damaged meter socket costs, and replacing damaged/failed AMI meter costs. AMI meter 

hardware costs are estimated at $48,749,000 for the project based on the AMI meter 

counts identified in Sectionl. The Companies' installation cost of $13,186,000 assumes 

the use of an outside vendor'^' for all residential meter installations and the Companies' 

workforce for the installation of all C&I meters. The replacement of sockets damaged 

during the removal ofthe non-AMI meter with an AMI meter will be expensed and 

estimated to cost $11,738,000 based on an estimated damage rate of 1%) of all meter 

sockets encountered. 

Though the new AMI meters come with a one year manufacturei^' warranty 

towards hardware replacement costs, additional costs will be incurred for the replacement 

labor of those defective meters and for meters that fail beyond the one year warranty 

'^' The Companies will continue to evaluate whether a more cost effective installation plan can be 
implemented using intemal resources or a combination of resources. 
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period. For the 2010 through 2015 project period, $781,000 for the cost of replacement 

AMI meters plus $446,000 in labor is estimated for the replacement of AMI meters. 

3. AMI Network 

The AMI Network is described in Section VII. Its costs include AMI Network 

costs, costs for Sensus additional options, and FNP/FRP costs. The Companies will pay a 

monthly per endpoint fee to Sensus for the use ofthe AMI Network. The Companies will 

also pay Sensus to provide RNI tape backup service, RNI scalability testing, and a 

performance bond. To supplement the TGB coverage ofthe meters, the Companies will 

use FNPs and FRPs that will be purchased, installed, and maintained by the Companies. 

The FNP/FRP costs were estimated assuming that 20 FNP/FRPs are required for the 

AMI Project deployment statewide. A summary ofthe AMI Network costs of 

$4,693,000 for 2010 through 2015 is hsted in Exhibit 19, Table 6. 

4. MDMS 

Functionally, the MDMS costs can be grouped into: (1) hardware and operating 

system costs; (2) software development costs; (3) MDMS licensing fee costs; (4) training, 

process and change management costs; and (5) ongoing support and maintenance costs. 

The MDMS hardware and operating system software costs of $ 1,524,000 will be 

capitalized. Phase I, II, and III deferred costs for software development are $6,302,000, 

$4,855,000, and $1,341,000, respectively. The one-time MDMS licensing fees, incurred 

as meters are installed and charged on a per meter basis, are estimated to be $1,042,000. 

MDMS training on the systems, process management related charges, and change 

management costs are estimated at $ 1,804,000. In addition, MDMS support and 

'•" The specific quantides of FNP and FRP will be determined during deployment. 

- 5 8 -



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 60 OF 324 

maintenance throughout 2015 is estimated at $3,292,000 . A summary ofthe MDMS 

costs by function is listed in Exhibit 19, Table 7. 

MDMS costs grouped by computer software development accounting stages are 

summarized in Exhibit 19, Table 8. 

B. PROJECT COSTS BY CAPITAL, DEFERRED, EXPENSE 

Instead of by function, the total AMI Project costs of $110,364,000 from 2010 

through 2015 can also be summarized as follows: (1) Capital Costs of $65,025,000; (2) 

Deferred Costs of $13,540,000; and Expense Costs - $31,799,00. 

1, Capital Costs 

Exhibit 19, Table 9 provides a summary ofthe $65,025,000 in AMI Project 

capital costs over the project implementation period (2010 through 2015). The capital 

costs for the Companies include $48,749,000 and $13,186,000 forthe material and 

installation of new AMI meters, respectively; $781,000 and $446,000 for the damaged 

meter replacement material costs and installation, respectively; $ 1,524,000 for MDMS 

hardware and operating system costs (including AFUDC); and $339,000 for FNP and 

FRP materials and installation. 

2. Deferred Costs 

Exhibit 19, Table 10 summarizes the $13,540,000 of MDMS software 

development costs estimated to be incurred. These costs consist of licensing fees charged 

and allocated on a per meter basis, certain costs associated with the development ofthe 

MDMS Phases I, II, and III described in Section IX, and AFUDC on the deferred costs 

'̂ "̂  Support and maintenance costs of the MDMS, as well as AMI Network lease costs, are on going costs 
that extend beyond the project period for as long as the AMI system is utilized. 
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during the deferral period. When approved, these costs will be deferred and amortized 

over a 12-year period. 

3. Expense Costs 

Exhibit 19, Table 11 summarizes the $31,799,000 in expenses to be incurred in 

connection with the AMI Project. Expenses include: $10,611,000 of project 

management costs; $11,738,000 of damaged meter socket replacement costs; $1,804,000 

of MDMS training, process and change management; $3,292,000 of support and 

maintenance costs; and AMI Network costs consisting of $4,159,000 for the network 

lease and $195,000 for options. 

C. PROJECT BENEFITS 

Offsetting AMI Project costs are the quantifiable direct operational benefits of 

$25,514,000 for years 2010 through 2015 described in Section VIII. These benefits will 

be a result of (a) a reduction in manual meter reading expense, (b) a reduction in field 

services expenses related to remote disconnect/reconnect and remote read capabilities, (c) 

reduced electricity theft, and (d) meter accuracy gains. See Exhibit 19 Table 12. 

The estimated benefits are presented for the six year period ofthe project. 

However, these benefits, and other benefits not quantified, will continue well beyond the 

project years. Each AMI Project benefit is described below. 

a. Meter reading savings currently represent the largest single quantifiable benefit 

associated with the AMI Project. AMI's automated meter reading capabilities will result 

in savings of $10,975,000 in the first six years due to labor and related expense savings 

related to the elimination of monthly manual meter reads. 
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b. AMI is expected to reduce field services expenses by $3,898,000 in the first six 

years by eliminating costs associated with the manual disconnection and reconnection of 

customers to the utility's system, and manual closing bill reads and meter re-reads. 

c. Once fully installed, the Companies estimate that AMI will facilitate in the 

recovery of 0.14%) of their total revenues, which are currently lost to energy theft. The 

Companies' incremental energy theft recovery benefits are estimated at $7,217,000 over 

the project period. The energy theft benefits are expected to be realized with the first 

deployment of AMI meters beginning in 2011 for HECO, and expected to grow as the 

rest ofthe Companies' AMI meters are installed and brought on line. The energy theft 

recovery benefit is expected to grow with the Companies' total revenues. 

d. The Companies estimate that the AMI meters, which do not "slow down" 

over time as older non-AMI EM meters do (and therefore do not under-record the 

electricity delivered to customers), will result in a 0.4%) enhancement ofthe Companies' 

variable residential electric sales revenue, estimated at $3,424,000 over the project 

period. The first meter accuracy benefits are expected to be realized with ftie initial 

deployment of AMI meters beginning in 2011 for HECO, and expected to grow as the 

rest of the Companies' AMI meters are installed and brought on line. Thereafter, meter 

accuracy benefits are expected to grow with the Companies' variable energy sales, until 

each respective Company's next rate case recalibrates such benefits back into base rates. 

Exhibit 19, Table 12 provides a summary ofthese benefits. 
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XI 

AMI SURCHARGE, ACCOUNTING AND COST RECOVERY 

A. AMI COST RECOVERY 

1. Recovery of AMI Costs through the REIP Surcharge 

The Companies are requesting approval to recover all ofthe incremental costs 

associated with the AMI Project through the REIP Surcharge that is pending approval in 

Docket No. 2007-0416'̂ "*, or through an AMI Surcharge mechanism approved by the 

Commission in this proceeding if the REIP Surcharge is not available. 

This is the approach agreed upon by the parties to the HCEI Agreement discussed 

above, which provides in relevant part that the meters and associated costs for the AMI 

Project will be paid for through the CEIS (i.e., the REIP Surcharge), until such costs are 

embedded and recovered in the utilities' base rates in ftiture rate cases. 

As the parties to Docket No. 2007-0416 (REIP proceeding) agreed in their letter 

filed November 28, 2008, the proposed REIP Surcharge is substantially similar to the 

CEIS included in the HCEI Agreement and the REIP Surcharge proposal currently 

pending Commission decision-making in Docket No. 2007-0416 satisfies the HCEI 

Agreement provision that the implementation procedure ofthe CEIS recovery mechanism 

be submitted for Commission approval by November 30, 2008. Therefore, recovery of 

incremental AMI costs through the REIP Surcharge would be consistent with the CEIS 

provisions in the HCEI Agreement. 

124 

By letter dated and filed October 22,2007, the pardes to the REIP Docket Docket nodfied the 
Commission that they were in agreement on all issues, and that it is appropriate that the Commission 
approve the HECO Companies' proposed Renewable Energy Infrastmcture Program ("REI Program") and 
related REIP Surcharge, as provided in Exhibit B to the HECO Companies' Reply Position Statement, filed 
September 17, 2008. The HECO Companies provided their proposed REIP Surcharge provision in their 
response to CA SIR 1, filed July 11, 2008, and in Exhibit E to their Reply Posidon Statement. The status 
ofthe REIP Docket (Docket No. 2007 0416) is summarized in Exhibit 20 hereto. 
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Section ILB. 1 ofthe proposed REIP Framework provides that electric utilities 

may recover the Capital Costs'^^, deferred costs relating to software development and 

licenses, and/or other relevant costs approved by the Commission of REI Projects by 

means ofthe REIP Surcharge. Section III.B.l ofthe REIP Framework. 

REI Projects include infrastmcture projects that encourage renewable choices 

and/or customer control to shift or conserve their energy use: 

Infrastmcture projects and other projects can encourage renewable 
choices, facilitate conservation and efficient energy use, and/or otherwise 
allow customers to control their own energy use. For example, there are a 
variety of projects that could encourage renewable energy choices which 
include customer selection of renewable resources as well as allowing a 
customer to use less nonrenewable resources. Systems such as smart 
meters would allow customers to monitor their own consumption and use 
of electricity and allow for future time-based pricing programs. Systems 
such as automated appliance switching would provide an incentive to 
customers to allow a utility to mitigate sudden declines in power 
production inherent in as-available energy. 

Section III.B.l.a.iu ofthe REIP Framework. 

The proposed REIP Framework provides that costs eligible for the REIP Surcharge 

include: 

(i) allowed rate ofreturn or other form of retum mechanism (set in the 
last rate case ofthe utility where the Project is located) on the 
investment from the in-service date ofthe Project; 

(ii) depreciation (at a rate and methodology to be set forth in the 
Project's application) to begin the month after the in-service date 
ofthe Project; 

(iii) AFUDC, applicable taxes, and other capital and deferred expense 
related charges; and 

(iv) other relevant costs as approved by the Commission in an request 
for approval to include the costs ofthe Project in the REIP 
Surcharge. 

'̂ ^ "Capital Costs" are defined to mean a project's retum on investment and retum of investment (i.e., 
depreciation). 
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Section III.B.3.b ofthe REIP Framework. 

Similarly, Section 29 ofthe HCEI Agreement states that the CEIS is designed to 

expedite cost recovery for infrastmcture that supports greater use of renewable energy or 

grid efficiency within the utility systems and specifies, among other things, the foUowing: 

1. The establishment ofa CEIS to recover the reasonable costs of new 
fransmission and other infrastmcture investment needed to facilitate 
new clean energy investments by the utility or by IPPs. Subject to 
Commission approval, the CEIS may also be used to recover costs that 
would normally be expensed in the year incurred and may be used to 
accelerate cost recovery. 

2. Capital costs eligible for recovery through the CEIS include the 
allowed return on investment based on the rate ofreturn from the last 
rate case, AFUDC as appropriate, depreciation, applicable taxes, other 
costs as approved by the Commission. 

3. The reasonable costs of infrastmcture investments will be eligible for 
cost recovery through the CEIS if it can be demonstrated that the 
investments facilitate greater grid efficiency as determined and 
approved by the Commission, such as advanced meters and grid 
automation. 

4. The reasonable costs of infrastmcture investments that may be 
recovered through the CEIS, as determined by the Commission, 
include transmission lines built, in significant part, to facilitate 
renewable energy development, inter-connection equipment, advanced 
metering infrastmcture, battery storage, and other equipment to 
facilitate increased use of renewable energy whether utility or third-
party owned. 

5. The CEIS may also be used to recover costs stranded by clean energy 
initiatives when approved by the Commission. 

6. The CEIS is a mechanism to timely recover: (a) costs that would be 
expensed in the year incurred; and (b) a retum on and ofthe costs of 
specific capital projects deemed necessary for the achievement ofthe 
HCEI objectives. The CEIS is not a financing vehicle for the 
Hawauan Electric Companies. 

HCEI Agreement at 34. 
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If AMI capital costs (e.g., retum on and retum of capital) are recovered through 

the REIP Surcharge, the proposed REIP Framework provides that such capital costs 

would be offset by the net benefits of implementing AMI (e.g., cost savings and revenue 

enhancements offset by O&M expenses), as those net benefits are obtained by the electric 

utihty. Section III.B.3.C ofthe REIP Framework. 

The Companies' incremental costs associated with the AMI Project include the 

estimated costs to the HECO Companies of installing or acquiring the AMI platform (i.e., 

the capital costs of ftie advanced meters, the capital, deferred and O&M costs for the 

MDMS system, and the O&M costs for the AMI Network), as offset by the O&M cost 

savings attributed to automating meter reading and certain field service activities, and the 

revenue enhancements from improved meter accuracy and reducing elecfricity theft. As 

addressed below, the net revenue requirement impacts ofthese costs and savings would 

be recovered through the REIP Surcharge. 

The proposed REIP Framework provides that project details, including the period 

of recovery ofthe project's cost, appropriate depreciation amounts and other project 

details will be outlined in the request for approval to include the costs ofthe project in the 

REIP Surcharge. Section III.B.3.d ofthe REIP Framework. The required project details 

are provided in this Application. 

The proposed REIP Framework also provides that the accrual of cost recovery for 

a Project under the REIP Surcharge shall terminate when and to the extent that the costs 

(or costs offset by net benefits in the case of AMI) are incorporated in rates in a utility's 

rate case. Section III.B.4.d ofthe REIP Framework. The Companies propose that the 
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costs offset by net benefits for the AMI Project be incorporated in each Company's rate 

case following the installation period for the AMI meters. 

The proposed REIP Surcharge provision filed in the REIP docket provides that 

the HECO Companies wiU file proposed changes to their respective REIP Surcharges 

based on renewable energy infrastmcture projects that have been approved by the 

Commission net of tiie renewable energy infrastmcture project costs fransferred to and 

included in revised base rates. The filed proposed changes will include support 

calculations for the surcharge changes based on actual renewable energy infrastmcture 

project expenditures, ratemaking cost recovery, tax depreciation, AFUDC, and rate of 

return, not to exceed the amounts approved by the Commission for recovery through the 

surcharge. To the extent that actual collections under the REIP Surcharge are different 

from the planned amounts, the HECO Companies will adjust the surcharge annually 

under the reconciliation provision ofthe surcharge. 

2. Surcharge Cost Recovery for the AMI Project 

The Companies propose to recover the incremental AMI Project revenue 

requirement impacts through a Commission-approved surcharge. The revenue 

requirements include the incremental costs ofthe AMI Project less the incremental 

quantifiable benefits created by the project. The incremental costs include: (1) new AMI 

meters installed at HECO beginning in May 2011, at MECO beginning in April 2014 and 

at HELCO beginning in April 2015; (2) retirement of existing non-AMI meters beginning 

with the receipt ofthe Commission Decision & Order in this docket; (3) purchase and 

installation costs for hardware related to the MDMS, deferred software development 

costs beginning in 2010 and related expenses; (4) purchase and instaUation costs for 
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hardware related to the FNP/FRPs, as well as expenses related to the use ofthe Sensus 

owned, operated and maintained AMI Network; and (5) other AMI Project expenses, 

including damaged meter socket costs and outside consulting costs. The incremental 

quantifiable benefits created by the AMI Project include: (1) utility expense savings 

resulting from ehmination of manual meter reads, as well as from field services savings 

related to remote disconnect/reconnect and remote read capabilities, (2) ratepayer 

revenue enhancements resulting from energy theft recovery, and (3) meter accuracy 

gains. The accounting and the ratemaking treatment for the AMI Project costs and 

incremental quantifiable benefits are described ftirther below. 

The Companies propose to recover the AMI Project incremental revenue 

requirements, net of quantifiable incremental benefits, on a prospective basis, subject to 

reconciliation. Traditional ratemaking methods will not be sufficient for fmancing the 

AMI Project, which, as discussed in Section VIII supra, will create substantial upfront 

costs to be offset by longer term benefits spread far into the ftiture. This imbalance needs 

to be addressed by matching project-related cost incurrence with cost recovery in a 

manner that is fair both to ratepayers and shareholders. 

The Companies ftirther propose to recover the incremental revenue requirements 

ofthe AMI Project (i.e., net of quantifiable benefits) through an adjustment clause that 

better matches cost recovery with cost incurrence. In particular, the Companies propose 

that the adjustment clause be implemented by means ofthe proposed REIP Surcharge or 

in the altemative, through an AMI Surcharge. See Exhibit 22 for discussion on the 

revenue requirement calculation. 
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The Companies propose to recover the expected incremental revenue 

requirements ofthe AMI Project that are presented in this Application, subject to 

Commission approval. The Companies propose to recover the expected net revenue 

requirements using a per kWh surcharge, which is simUar to the Companies' current 

recovery of expected program costs for demand-side management (DSM) programs. The 

Companies cost recovery through the surcharge is proposed to commence January 1, 

2010 and adjust each year on January 1. 

The estimated AMI Project surcharge levels are as follows'^^ (in 0/kWh): 

Estimated Surcharge 
{0/kWh) 

HECO 
HELCO 
MECO 

2010 
0.0830 
0.2128 
0.1534 

2011 
0.1482 
0.2322 
0.1645 

2012 
0.1617 
0.2181 
0.1562 

2013 
0.1023 
0.1989 
0.1451 

2014 
0.0763 
0.1819 
0.2586 

2015 
0.0645 
0.3490 
0.0887 

The Companies propose to adjust the surcharge based on revisions to forecast 

revenue requirements for the AMI Project that are filed with and approved by the 

Commission and based on an annual reconciliation of revenue requirements and revenues 

collected under the surcharge. In the annual reconciliation, incremental revenue 

requirements for the previous calendar year's actual capital investments, expenses, and 

benefits for the AMI Project will be compared to actual revenues collected. The 

difference will be included along with monthly interest charged or credited at the 

approved rate of retum on rate base in the respective HECO Company's most recent 

interim or final decision in a rate case. The Companies propose to add this reconciliation 

adjustment to the current year's forecast AMI Project surcharge effective March 1 

through December 31. 

'̂ ^ Based on total AMI Project revenue requirement less imputed debt, rebalancing costs and intemal labor. 
AMI Project revenue requirement impact to Maui Division only. See also Exhibit 21 Rate Impact of AMI 
for calculadons. 
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The following illustrates the expected pattern of AMI Project surcharge and 

adjustment following Commission approval ofthe AMI Project; 

• Initial surcharge - January 1, 2010 

• Second Year surcharge - January 1, 2011 

• Reconciliation of First Year surcharge - March 1, 2011 (includes both 
reconciliation plus Second Year surcharge that was effective January 1, 
2011). 

Revenue requirements for actual capital investments and expenses in the 

reconciliation calculation will not exceed the expected annual revenue requirements that 

are approved in this Application. Should the actual revenue requirements exceed those 

approved in this Application, the Companies wUI make a separate request to the 

Commission to recover Uiose additional revenue requirements. 

The reconciliation adjustment will also reduce the surcharge for the revenue 

requirements of AMI Project costs and net benefits that are reflected in approved rates 

after being included in the revenue requirements ofa future rate case. The Companies 

will calculate such adjustments to AMI Project incremental revenue requirements based 

on interim decision and orders received in rate cases, and wiU ftirther adjust incremental 

revenue requirements as needed upon final decision and orders in rate cases. 

The surcharge for the AMI Project wUI terminate when all incremental revenue 

requirements are fully reflected in Companies' rates, and after any final reconciliation 

adjustment to the surcharge is completed. 

3. Need for Timely Cost Recovery 

As discussed above, the AMI Project wUl create substantial upfront costs that 

generally will not be offset by quantifiable benefits in the short term, but rather by longer 
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term benefits to be reahzed far into the ftiture. This imbalance needs to be addressed by 

matching project-related cost incurrence with cost recovery in a manner that is fair both 

to ratepayers and shareholders. Thus, the Companies propose to flow the incremental 

revenue requirement impacts ofthe AMI Project (i.e., net of quantifiable benefits) 

through an adjustment clause that matches cost recovery with cost incurrence. More 

specifically, the Companies seek authorization from the Commission to defer AMI 

Project costs and recover such costs through the proposed REIP Surcharge, pursuant to 

the REI Program proposed in the REIP docket. Docket No. 2007-0416, or in the 

altemative, through an AMI Surcharge. 

The Companies provided a substantial discussion ofthe statutory support for the 

use timely cost recovery mechanisms in the RPS and REIP dockets. In addition, AMI is 

specifically identified in the REIP docket as a renewable energy project that should 

qualify for cost recovery through the REIP Surcharge.'^^ Further support for using the 

REIP Surcharge and other timely cost recovery mechanisms can be found in (1) the terms 

ofthe HCEI Agreement; (2) surcharge mechanisms implemented in other states; (3) 

FERC Order No. 679; (4) NARUC's AMI Resolution; and (5) various other sources such 

as the Pacific Economics Group and federal legislation including EISA § 1307 and 

EESA. Exhibit 23 expands on each ofthe five supporting justifications. 

As noted in the REIP Docket, the REIP Surcharge generally is not a means of 

raising capital prior to the approved projects' installation and use, but is intended to 

recover the revenue requirement ofa REI Project until the revenue requirement is 

included in base rates. The REIP Surcharge is intended to facilitate raising capital by 

'^' See generally the Companies' Reply Posidon Statement, filed September 17, 2008 in Docket No. 2007 
0416. 
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providing investors assurance ofa mechanism to recover the utilities' investment in 

renewable infrastmcture in a timely fashion. 

The cost recovery support provided by the REIP Surcharge wUI help the HECO 

Companies in their efforts to raise capital for renewable infrastmcture projects, without 

degrading credit quality or increasing the cost of capital, which capital is in addition to 

funds needed for investments to maintain the reliability ofthe basic elecfric system. 

Under fraditional ratemaking, the Companies have to wait for rate cases to be processed 

to begin recovering costs incurred to install new infrastmcture, which means there can be 

a substantial lag in recovering costs, and even substantial cost under-recovery which can 

result in credit degradation and a higher cost of capital, which ultimately is paid by the 

ratepayers. To help avoid this, fraditional ratemaking should be supplemented with other 

ratemaking tools, such as the proposed REIP Surcharge, which would aUow cost recovery 

to begin as soon as new facilities go into service. 

The Companies' Reply Position Statement in the REIP Docket pointed out that 

(1) there may be instances where capital assets already included in rate base are replaced 

by assets added as a result of an REI Project, and (2) the Companies may request 

accelerated recovery ofthe net costs ofthe displaced assets, which would have the effect 

of providing capital for the new project (although technically the HECO Companies 

would be recovering the costs of assets previously placed in service). The example was 

the existing meters that are displaced by "Smart Meters" as part of an AMI Project. 
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B. AMI PROJECT BOOK ACCOUNTING AND PROPOSED 
RATEMAKING TREATMENT 

1. Incremental Costs 

This section briefly describes the Companies' book accounting and proposed 

ratemaking treatment for the following incremental costs associated with the Companies' 

proposed AMI Project. Exhibit 24 describes the accounting and proposed ratemaking 

freatment in greater detail. A detailed description and discussion ofthe AMI Project 

components can be found in Section VII. Further discussion ofthe incremental benefits 

can be found in Section X. 

a. New AMI Meters - For book accounting purposes, the Companies 

will capitalize the installed costs, include as utility assets, and depreciate over the current 

Commission approved depreciation rates for meters. For ratemaking purposes, the 

Companies propose to include new meters as utility assets in rate base and to recover this 

investment over a period of seven years from the time of installation. This represents an 

accelerated recovery ofthe Companies' investment in these new AMI meters. 

b . Existing Non-AMI Meters - For book accounting purposes, the 

Companies will continue depreciating the existing non-AMI meters over the current 

Commission approved depreciation rates and continue including them as utility assets 

prior to the meters being replaced. For ratemaking purposes, the Companies propose 

accelerated cost recovery of their investment in existing non-AMI meters, beginning with 

the receipt ofthe Commission's decision and order in this docket. The AMI Surcharge 

would include the net ofthe revenue requirements ofthe accelerated recovery ofthe 

existing non-AMI meters and the revenue requirements ofthese meters in base rates, to 

the extent that the retirement ofthese meters is not reflected in base rates. HECO 
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proposes to recover the remaining $ 13,960,000 estimated book value (as of December 31, 

2009) of its existing non-AMI meters over a three-year period beginning upon receipt of 

the Commission's decision and order in this docket. MECO proposes to recover the 

remaining $4,899,000 estimated book value (as of December 31, 2009) of its existing 

non-AMI meters over a period beginning upon receipt ofthe Commission's decision and 

order in this docket and ending when MECO's meter instaUation begins in 2014. 

HELCO similarly proposes to recover the remaining $9,238,000 estimated book value (as 

of December 31, 2009) of its existing non-AMI meters over a period beginning upon 

receipt ofthe Commission's decision and order and ending when HELCO's meter 

installation begins in 2015. '̂ ^ 

c. MDMS Capital Costs, Software Development Costs, and 

Expenses 

i. MDMS Capital Costs - For book accounting purposes, the 

Companies wiU capitalize the installed costs ofthe MDMS hardware, include them as 

utility assets, and depreciate them over the current Commission approved depreciation 

Without approval of special ratemaking cost recover, the Companies would rely on tradidonal 
ratemaking methods to recover their investment in its existing meters and to recover the capital costs 
associated with the purchase and installation of the new advanced, solid state meters. The existing non 
AMI meters would remain in rate base as a utility asset and be depreciated over the current Commission 
approved depreciadon rates for meters. Upon replacement by a new advanced, solid state meter, the 
existing meter would be redred and removed from utility assets as it would no longer be considered "used 
and usefril". The Companies would recover the remaining net book value of these redred meters via 
increased depreciation, based on depreciation rates calculated in its next depreciation study, on the 
remaining un replaced meters left in service. Increased depreciation will allow for recovery ofthe 
investment in the existing non AMI meters that were retired. 

The cost of the purchase and installadon ofthe new AMI meters would be capitalized and 
included as a utility asset in rate base upon being installed and placed in service. The meters would then be 
depreciated over the current Commission approved depreciadon rates. The Companies would recover its 
investment in the new meters and eam a retum on its investment through base rates as determined in a rate 
case proceeding. 

Accelerated straight line cost recovery of the costs of new AMI meters (and dmely cost recovery 
of such costs), and accelerated straight line cost recovery ofthe costs of exisdng meters that will be 
replaced by the new AMI meters, will give investors greater assurance of recovery of their investment and 
demonstrate regulatory support for the inidative. This commitment to cost recovery will help to provide 
future sources of capital for the numerous future investments relating to HCEI. 
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rates. The Companies propose that ratemaking treatment follow book accounting 

freatment. 

ii. MDMS Software Development Costs - Software 

development costs incurred during the prehminary stage (i.e., conceptual formation of 

software altematives, determination ofthe existence of needed technology, and final 

selection of altematives) and post-implementation/operation (i.e., fraining and application 

maintenance) stages ofthe AMI Project will be expensed as incurred for book and 

ratemaking purposes. During the application development stage (between the 

preliminary stage and the post-implementation stage), the Companies request approval to: 

(1) defer (i.e., capitalize) certain computer software development costs associated with 

the MDMS; (2) accumulate AFUDC on the deferred costs during the deferral period; (3) 

amortize the deferred costs over a 12-year period; and (4) include the unamortized costs 

in rate base. This is consistent with the ratemaking freatment for software development 

costs, as determined in other Commission proceedings, that requires prior Commission 

approval for specific software development projects. Absent approval to defer these 

costs the Companies would expense these costs as incurred. For ratemaking purposes, 

the Companies propose to include the unamortized deferred software development costs 

in rate base and to amortize over a period of 12-years. 

iii. MDMS Expenses - For book accounting purposes, the 

Companies wUl record and recognize MDMS-related expenses as they are incurred. For 

ratemaking purposes, the Companies propose to include the MDMS-related expenses in 

revenue requirements in the AMI Project surcharge. 

- 7 4 -



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 76 OF 324 

d. AMI Network Capital Costs, Lease Expense, and Other 

Expenses 

i. AMI Network Capital Costs - For book accounting 

purposes, the Companies wiU capitalize the installed costs ofthe FNP/FRP, include them 

as utility assets, and depreciate the hardware over the current Commission approved 

depreciation rates. The Companies propose that ratemaking freatment follow book 

accounting treatment. 

ii. AMI Network Lease Expense - For book accounting 

purposes, it has been determined that the monthly fee for the use ofthe AMI Network, 

discussed in Section VII, constitutes an operating lease. Based on generally accepted 

accounting principles, the Companies must recognize expense related to the lease on a 

sfraight-line basis over the term ofthe lease beginning with the effective date ofthe lease 

(i.e., upon Commission approval). As a result, expense recognition is greater than the 

lease payment in the early years ofthe term ofthe lease. The Companies propose that 

ratemaking be based on the lease payments as they are paid over the term ofthe lease. 

The HECO Companies respectfully request Commission assurance that the rate recovery 

of the AMI Network wUI be based on lease payments over the term ofthe agreement. 

Commission assurance that future ratemaking will be based on the lease payments will 

allow the Companies to record a regulatory asset in lieu of reflecting the straight-line 

lease expense for book accounting purposes. This regulatory asset would not be included 

in rate base as it does not represent investor provided ftinds. 

iii. Other AMI Network Expenses - For book accounting 

purposes, the Companies wiU record and recognize AMI Network related expenses as 
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they are incurred. For ratemaking purposes, the Companies propose to include the AMI 

Network related expenses in revenue requirements in the AMI Project surcharge. 

e. Other AMI Proiect Expenses - For book accounting purposes, 

the Companies wiU record and recognize other AMI expenses as they are incurred. For 

ratemaking purposes, the Companies propose to include the outside consultant costs and 

damaged meter socket costs in the revenue requirements for inclusion in the AMI Project 

surcharge. 

For any items where there is a mismatch in the timing ofthe expense recognition 

for book purposes and revenue recognition, a regulatory liability (or regulatory asset) will 

be created. All regulatory liabilities created would be deductions in the calculation of 

rate base for ratemaking purposes. This is described in detail for each above item in 

Exhibit 24. 

2. Offsetting Incremental AMI Benefits 

As indicated above, the Companies are not proposing to collect all ofthe AMI 

Project's costs through a surcharge. The Companies only propose to flow the project's 

incremental revenue requirements through the surcharge to the extent that the incremental 

revenue requirements are not captured in base rates or any other surcharge mechanism. 

Thus, the AMI Project costs recovered though the surcharge will be net ofthe 

incremental quantifiable benefits created by the AMI Project which are not captured in 

base rates or any other surcharge mechanism. The following briefly describes the 

Companies' book accounting and proposed ratemaking treatment for the following 

incremental benefits associated with the Companies' proposed AMI Project: 
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a. Energy Theft Recovery - For book accounting purposes, energy theft recovery 

will be embedded in the recorded revenues, which wUI be higher than they would 

have been without the energy theft recovery. For ratemaking purposes, higher 

revenues resulting from energy theft recovery will be reflected in the AMI Project 

surcharge to the extent Uiey are not reflected in base rates. 

b . Meter Accuracy Gains - For book accounting purposes, meter accuracy gains 

will be embedded in the recorded revenues, which wUI be higher than they would 

have been without the meter accuracy gains. For ratemaking purposes, higher 

revenues will be reflected in the AMI surcharge to the extent they are not 

reflected in base rates. 

c. Meter Reading Savings - For book accounting purposes, meter reading savings 

wiU be embedded in the meter reading expenses, which will be lower than they 

would have been but for the AMI Project. For ratemaking purposes, the lower 

meter reading expenses wUl be reflected in the AMI Project surcharge to the 

extent that they are not reflected in base rates. 

d. Field Services Savings - For book accounting purposes, field services savings 

will be embedded in the field services expenses which will be lower than they 

would have been but for the AMI Project. For ratemaking purposes, the lower 

field services expenses will be reflected in the AMI Project surcharge to the 

extent that they are not reflected in base rates. 
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XII 

TOU TARIFF CHANGES 

As provided for in the HCEI Agreement described in Section II, the Companies 

request approval for TOU rates as specified in Exhibit 25. 

XIH 

PROJECT REPORTING (TO THE COMMISSION) 

In compliance with the Section 14 ofthe HCEI Agreement, beginning January 1, 

2009, the Companies will submit an annual report to the Commission on the number of 

customers currently served, number who opted out (of TOU rates), customer load 

response, impact of TOU rates on customer's monthly bills and feedback received from 

customers. The HECO Companies, working with extemal experts, will also submit to the 

Commission an evaluation ofthe effectiveness ofthe Companies' TOU rates and wiU 

determine whether any changes are needed to the energy information communications 

and TOU rates to improve customers' energy responsiveness. The Companies will 

complete this evaluation by December 31, 2009 and will submit a second report one year 

after the full deployment of AMI. Progress on the AMI Project will be periodically 

reported to the Commission. 

XIV 

HECO'S, HELCO'S AND MECO'S CAPITALIZATION 

A. HECO'S CAPITALIZATION 

The authorized capital stock of HECO consists of 50 mUlion shares of common 

stock, $6 2/3 par value (total authorized par value of $333.3 million), 5 million shares of 

cumulative preferred stock, $20 par value (total authorized par value of $100 mUlion), 
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and 5 million shares of cumulative preferred stock, $100 par value (total authorized par 

value of $500 million), or a total authorized par value of $933.3 miUion for common 

stock and cumulative preferred stock. 

As of September 30, 2008, HECO had outstanding 12,805,843 shares of common 

stock ofthe par value of $6 2/3 per share, having a total par value of $85,387,140. 

Common equity balances for HECO at year end for each year ofthe five-year 

period 2003-2007 were as follows: 

2007 
2006 
2005 
2004 
2003 

$1,110,462,167 
958,203,440 

1,039,259,140 
1,017,104,412 
944,442,770 

Dividends paid on HECO's common stock for each year ofthe five-year period 

2003-2007 were as follows: 

2007 $27,084,000 

2006 29,381,000 
2005 50,895,000 
2004 11,613,000 

2003 57,719,000 

The common dividend payout ratios (common dividends paid / net income for 

common stock) for each year ofthe five-year period 2003-2007 were as follows: 

2007 52% 

2006 39% 
2005 70% 
2004 14% 
2003 73% 

As of September 30, 2008, HECO had outstanding 1,114,657 shares of 

cumulative preferred stock ofthe par value of $20 per share, having a total par value of 
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$22,293,140. The preferred stock balance at year end for each year ofthe five-year 

period 2003-2007 was $22,293,140. Details of HECO's cumulative preferred stock are 

on file with the Commission under various docket numbers as set forth in Exhibit 26 and 

are incorporated herein by reference. 

Dividends accmed on HECO's preferred stock for each year ofthe five-year 

period 2003-2007 were as follows: 

2007 $1,079,907 

2006 1,079,907 
2005 1,079,907 
2004 1,079,907 

2003 1,079,907 

See Exhibit 26 for the dividend rate for HECO's preferred stock, which remained 

the same for each year ofthe five-year period 2003-2007. 

As of September 30, 2008, HECO had outstanding $551,580,000 in obligations to 

the State of Hawaii forthe repayment of loans ofthe proceeds of special purpose revenue 

bonds and $31,546,400 of long-term borrowings from its financing subsidiary, HECO 

Capital Tmst III. DetaUs of each issuance are on file with the Commission under various 

docket numbers as set forth in Exhibit 26 and are incorporated herein by reference. As of 

September 30, 2008, HECO had outstanding $140,994,794 of external short-term 

borrowings, net of discount. HECO had short-term loans receivable of $60,150,000 from 

HELCO and $16,000,000 from MECO as of September 30, 2008. 

During 2007, HECO made the following interest payments on the indicated 

obligations: 

• Loans of proceeds of special revenue bonds $27,166,613 
• Long-term borrowings from HECO Capital Trust III 2,050,516 
• Short-term borrowings from HEI 75 
• Short-term borrowings from MECO 133,802 
• Short-term borrowings from non-affiliates 2,939,128 

- 8 0 -
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B. HELCO'S CAPITALIZATION 

The authorized capital stock of HELCO consists of 10 million shares of common 

stock, $ 10 par value (total authorized par value of $ 100 million) and 1 million shares of 

cumulative preferred stock, $100 par value (total authorized par value of $ 100 milhon), 

or a total authorized par value of $200 million for common stock and cumulative 

preferred stock. 

As of September 30, 2008, HELCO had outstanding 2,177,315 shares of common 

stock ofthe par value of $10 per share, having atotal par value of $21,773,150. 

Common equity balances for HELCO at year end for each year ofthe five-year 

period 2003-2007 were as follows: 

2007 $201,820,961 

2006 175,099,595 
2005 189,407,208 
2004 186,504,537 
2003 174,639,034 

Dividends paid on HELCO's common stock for each year ofthe five-year period 

2003-2007 were as follows: 

2007 $0 

2006 2,874,000 
2005 9,720,500 
2004 1,070,000 

2003 7,934,000 

The common dividend payout ratios (common dividends paid / net income for 

common stock) for each year ofthe five-year period 2003-2007 were as follows: 

2007 0% 

2006 41% 
2005 77% 
2004 9% 
2003 71% 

-81 -
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As of September 30, 2008, HELCO had outstanding 70,000 shares of cumulative 

preferred stock ofthe par value of $ 100 per share, having a total par value of $7,000,000. 

The preferred stock balance at year end for each year ofthe five-year period 2003-2007 

was $7,000,000. Details of HELCO's cumulative preferred stock are on file with the 

Commission under various docket numbers as set forth in Exhibit 27 and are incorporated 

herein by reference. 

Dividends accmed on HELCO's preferred stock for each year ofthe five-year 

period2003-2007 were as foUows: 

2007 $533,750 

2006 533,750 
2005 533,750 
2004 533,750 

2003 533,750 

See Exhibit 27 for the dividend rate for HELCO's preferred stock, which 

remained the same for each year of the five-year period 2003-2007. 

As of September 30, 2008, HELCO had outstanding $141,600,000 in obligations 

to the State of Hawaii for the repayment of loans of the proceeds of special purpose 

revenue bonds and $10,000,000 of long-term borrowings from HECO's financing 

subsidiary, HECO Capital Tmst IIL Details of each issuance are on file with the 

Commission under various docket numbers as set forth in Exhibit 27 and are incorporated 

herein by reference. As of September 30, 2008, HELCO had short-term borrowings of 

$60,150,000 from HECO. 

During 2007, HELCO made the following interest payments on the indicated 

obligations: 

- 8 2 -
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• Loans of proceeds of special purpose revenue bonds $7,041,375 
• Long-term borrowings from HECO Capital Trust III 650,000 
• Short-term borrowings from HECO 2,280,050 

C. MECO'S CAPITALIZATION 

The authorized capital stock of MECO consists of 10 million shares of common 

stock, $ 10 par value (total authorized par value of $ 100 million) and 1 mUlion shares of 

cumulative preferred stock, $ 100 par value (total authorized par value of $ 100 million), 

or a total authorized par value of $200 million for common stock and cumulative 

preferred stock. 

As of September 30, 2008, MECO had outstanding 1,582.602 shares of common 

stock ofthe par value of $10 per share, having atotalpar value of $15,826,020. 

Common equity balances for MECO at year end for each year ofthe five-year 

period 2003-2007 were as follows: 

2007 $208,520,627 

2006 192,230,913 
2005 194,190,117 
2004 189,413,222 
2003 187,194,550 

Dividends paid on MECO's common stock for each year ofthe five-year period 

2003-2007 were as follows: 

2007 $9,900,000 

2006 6,522,000 
2005 13,728,500 
2004 17,914,000 
2003 12,390,000 

The common dividend payout ratios (common dividends paid / net income for 

common stock) for each year ofthe five-year period 2003-2007 were as follows: 

- 8 3 -
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2007 84% 
2006 35% 
2005 74% 
2004 92% 
2003 68% 

As of September 30, 2008, MECO had outstanding 50,000 shares of cumulative 

preferred stock ofthe par value of $100 per share, having a total par value of $5,000,000. 

The preferred stock balance at year end for each year ofthe five-year period 2003-2007 

was $5,000,000. Details of MECO's cumulative preferred stock are on file with the 

Commission under various docket numbers as set forth in Exhibit 28 and are incorporated 

herein by reference. 

Dividends accmed on MECO's preferred stock for each year ofthe five-year 

period 2003-2007 were as foUows: 

2007 $381,250 

2006 381,250 
2005 381,242 
2004 381,252 
2003 381,250 

See Exhibit 28 for the dividend rate for MECO's preferred stock, which remained 

the same for each year ofthe five-year period 2003-2007. 

As of September 30, 2008, MECO had outstanding $164,720,000 in obligations to 

the State of Hawaii for the repayment of loans ofthe proceeds of special purpose revenue 

bonds and $10,000,000 of long-term borrowings from HECO's financing subsidiary, 

HECO Capital Trust III. DetaUs of each issuance are on file with the Commission under 

various docket numbers as set forth in Exhibit 28 and are incorporated herein by 

reference. As of September 30, 2008, MECO had short-term borrowings of $16,000,000 

from HECO. 

- 8 4 -
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During 2007, MECO made the following interest payments on the indicated 

obligations: 

• Loans of proceeds of special purpose revenue bonds $7,918,980 

• Long-term borrowings from HECO Capital Trust III 650,000 
• Short-term borrowings from HECO 145,696 

XV 

FINANCIAL STATEMENTS 

The Companies' audited financial statements for the year ended December 31, 

2007 (audited by KPMG LLP), included as Exhibit 99.1 to HECO's and HEI's Form 8-K 

dated February 21, 2008, were filed with the Commission on March 4, 2008, and are 

incorporated in this Application by reference pursuant to HAR 6-61-76 ofthe Public 

Utilities Commission's Rules of Practice and Procedure, Title 6, Chapter 61. 

The Companies' latest available balance sheets and income statements for the 

period ending September 30, 2008, were filed with the Commission on November 6, 

2008, and are also incorporated herein by reference. 

XVI 

Wherefore, the HECO Companies respectfully request that the Commission 

approve: 

(1) the commitment of capital funds in excess of $2,500,000 (estimated at 

$41,229,000 for HECO, $10,606,000 for MECO, and $13,190,000 for HELCO) 

for the AMI project; 

(2) deferring certain computer software development costs (i.e., the "Stage 2" or 

"Application Development" costs, including the costs of designing, acquiring, 
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instaUing and testing the computer software) for the MDMS and accme an 

AFUDC during the deferral period (total deferred costs are estimated at 

$9,134,000 for HECO, $2,021,000 for MECO, and $2,385,000 for HELCO); 

(3) amortization ofthe MDMS deferred costs (including AFUDC) over a 12-year 

period (or such other amortization period as the Commission fmds to be 

reasonable), and to include the unamortized deferred costs (including AFUDC) in 

rate base; 

(4) cost recovery for ratemaking purposes of the remaining book value of its existing 

meters (that will be replaced with advanced meters) in the following manner for 

each of the Companies: 

(a) HECO - beginning with the receipt ofthe Commission's Decision 

and Order on a straight-line basis over a period of three years for HECO, 

(b) MECO - beginning with the receipt ofthe Commission's Decision 

and Order on a straight-line basis and ending when MECO's meter 

installation begins, and 

(c) HELCO - beginning with the receipt ofthe Commission's 

Decision and Order on a sfraight-line basis and ending when HELCO's 

meter installation begins; 

(5) cost recovery for ratemaking purposes of the capital costs associated with the 

purchase and installation ofthe new AMI meters over a seven-year period on a 

sfraight-line basis; 

(6) the Companies to begin installing, on a first-come, first-served basis, advanced 

meters for all customers that request them and to implement TOU rates on an 

- 8 6 -
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interim basis for customers requesting the installation of advanced meters; 

(7) the proposed Schedule TOU-R (Residential Time-of-Use) rates for HECO, 

HELCO, and MECO (all three divisions) and proposed Schedule TOU-G (Small 

Commercial Time-of-Use Service), Schedule TOU-J (Commercial Time-of- Use 

Service) and Schedule TOU-P (Large Power Time-of-Use Service) rates for 

HELCO and MECO (all three divisions)'^^; 

(8) recovery of all ofthe Companies' incremental cost associated with the AMI 

Project through the REIP Surcharge that is pending approval in Docket No. 2007-

0416 or an AMI Surcharge mechanism approved by the Commission in this 

proceeding; 

(9) the Sensus Agreement including its terms and conditions and a finding that the 

arrangement is prudent and in the public interest, and a determination that the 

Companies may include all costs, fees and related taxes to be paid by the 

Companies pursuant to the Agreement in its revenue requirements for ratemaking 

purposes and for the purposes of determining the reasonableness ofthe 

Companies' rates; 

(10) recovery of AMI Network lease expense based on lease payments overthe term 

ofthe Agreement; and 

'̂ ^ All ofthe proposed TOU rates will be adjusted to align with the current Energy Cost Adjustment Clause 
at the respective Companies. 

- 87 -
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(11) such other and further relief as may be just and equitable in the premise. 

DATED: Honolulu, Hawaii, December 1, 2008 

HAWAIIAN ELECTRIC COMPANY, INC. 
HAWAII ELECTRIC LIGHT COMPANY, INC. 
MAUI ELECTRIC COMPANY, LIMITED 

Datcy IrTEndCPOmoto 
nee President 

- 8 8 -
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) ss. 
STATE OF HAWAH ) 

) 
CITY AND COUNTY OF HONOLULU ) 

DARCY L. ENDO-OMOTO, being first duly sworn, deposes and says: That she is 

a Vice President of Hawaiian Electric Company, Inc., Hawaii Electric Light Company, Inc., and 

Maui Electric Company, Limited, Applicants in the above proceeding; that she makes this 

verification for and on behalf of HAWAIIAN ELECTRIC COMPANY, INC., HAWAH 

ELECTRIC LIGHT COMPANY, INC., and MAUI ELECTRIC COMPANY, LIMfTED and is 

authorized so to do; that she has read the foregoing Application, and knows the contents thereof; 

and that the same are true of her own knowledge except as to matters stated on information or 

belief, and that as to those matters she believes them to be true. 

Subscribed and sworn to before 
me this 1st day of December 2008. 

Notary Public, First Circuit, 
State of Hawaii 

My Commission expires v'Uiy1S,20t2 

Doc. Date: / ^ A A S # Pages: 2>0\ 
j ^ ^ , ^ DEBOnAH;CHi3H!TAp.^^tCircuit 
Doc. Description Application - Advanced 
Mete r ing I n f r a s t r u c t u r e p r o j e c t 

Signature Date 
NOTARY CERTIFICATION 

• s s ^ 
I<S' /V«»*«AT| 

i'C.V 
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Sensus Agreement Summarv 

HECO executed an Advanced Metering Infrastmcture Equipment and Services 

Agreement, dated October 1, 2008 ("Sensus Agreement"), with its AMI vendor, Sensus Metering 

Systems Inc. ("Sensus"),' whereby: (1) HECO wUl purchase from Sensus certain Sensus meters 

and third-party meters (to be installed by HECO or its contractors) in a quantity equal to at least 

90%) ofthe AMI meters required by the HECO Companies in connection with deployment of 

their AMI System; (2) HECO will purchase, maintain and operate certain other Sensus FlexNet 

Network Portals ("FNP") and FlexNet Remote Portals ("FRP")^ and (3) in exchange for a 

monthly endpoint licensing fee, Sensus will license to HECO a Sensus owned, operated and 

maintained FlexNet AMI System (i.e., network) comprised of SmartPoints''''^, TGBs, RNI, WAN 

Backhaul, FCC licenses,'' and other equipment and services provided to HECO in order to read 

HECO's electricity meters and provide two-way communications with respect to meters and 

demand response devices.^ 

Any equipment sold by Sensus to HECO under the Contract will be subject to a warranty 

period ofthe lesser of: (1) 12 months from installation at the customer's premises; or (2) 18 

months from delivery to HECO. 

^ MECO and HELCO are intended third-party beneficiaries ofthe Contract. 
^ Sensus meter prices during the mass deployment period are fixed. Sensus will conduct annual meter 

pricing reviews during the post-deployment period. Post-deployment meter price increases may not 
exceed $3 for residential and $ 10 for commercial meters, and should not exceed pricing available to 
other utilities. 

^ The contract provides for the installation ofa total of 20 FNPs or FRPs (10 for HECO, 6 for HELCO 
and 4 for MECO). However, if additional FNPs or FRPs are required in order for Sensus to comply 
with the specifications related to the covered meters, then Sensus will provide such additional FNPs 
and/or FRPs to HECO at no charge. 

'̂  The Contract requires Sensus to maintain rights under and use its FCC license to transmit any and all 
data and two-way commands required to meet its obligations under the Contract, and Sensus may not 
allow any third-party use ofthe licensed spectrum without HECO's prior written consent. 

^ The Sensus Contract is confidential and proprietary and a copy will be provided after a protective order 
is issued in this Docket. 
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In addition, if the failure rate of Sensus' meters exceeds 2.5%) in any 12-month period 

during the deployment period, HECO will be released of its requirement to buy 90%) of its AMI 

meters from Sensus, in which case HECO may purchase whatever quantity of third-party meters 

it desires from alternative meter suppliers, and HECO would have discretion to purchase only 

communications board electronics from Sensus at a reduced price. 

With respect to those items licensed (i.e., leased) to HECO, the Contract provides that 

TGBs sufficient to achieve the Contract's performance requirements will be provided by Sensus, 

who will be responsible for their ongoing repair and maintenance, and will provide any 

equipment and components necessary for their proper performance. The RNI will be located on 

HECO's property, but like the TGBs and related software, will be provided, owned, maintained 

and updated by Sensus. Pursuant to the Contract, HECO will pay Sensus a monthly endpoint 

licensing fee for use ofthe Sensus FlexNet AMI System (i.e., the network). This monthly fee 

will be computed by multiplying the number of network-accessible meters by an initial base rate 

of 190/meter, which rate will be automatically adjusted over time in direct relation to certain 

U.S. Department of Labor Producer Price Index Industry Data. 

HECO's Contract with Sensus is conditioned on HECO obtaining a satisfactory AMI 

project approval order from the Commission including: (1) approval ofthe Contract and its 

terms and conditions and a finding that the arrangement is pmdent and in the public interest; and 

(2) a determination that HECO may include all costs, fees and related taxes to be paid by HECO 

pursuant to the Contract in its revenue requirements for ratemaking purposes and for the 

purposes of determining the reasonableness of HECO's rates. If such an order is not obtained 

within 12 months ofthe filing ofthis Application, then HECO or Sensus may, by written notice 

delivered within 30 days of such date, declare the Contract null and void. 

The Contract does not include integration ofthe RNI into HECO's intemal systems. 
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A M R versus A M I 

"Advanced metering infrastmcture," as defined by FERC is: 

. . . a metering system that records customer consumption (and possibly other 
parameters) hourly or more frequently and that provides for daily or more 
frequent transmittal of measurements over a communication network to a central 
collection point. AMI includes the communications hardware and software and 
associated system and data management software that creates a network between 
advanced meters and utility business systems and which allows collection and 
distribution of information to customers and other parties such as competitive 
retail providers, in addition to providing it to the utility itself' 

Thus, AMI is not limited to advanced meters, but refers to an entire infrastmcture that ties 

advanced meters to a data management system and from there to other utility business systems. 

There is no single, universally accepted definition ofthe components that, taken together, 

constitute an advanced metering infrastructure. When analysts, utilities, regulators, 

stakeholders and others use the term "advanced metering infrastmcture" in the case ofelectric 

utilities, they do tend to refer broadly to a collection of hardware (e.g., meters and computer 

processors), software (e.g., billing system computer programs) and other elements that taken 

together permit the utility to perform certain functions. 

Components commonly associated with AMI include: 

(1) Interval meters, that can record and store usage data on hourly or more frequent 
basis; 

(2) Two-way communications network between meter and supplier/utility that can 
send usage data from the meter to the utility; and send pricing, load control and 
other signals fi'om the utility to the customer's premises; 

^ FERC Staff Report, Assessment of Demand Response & Advanced Metering, Docket No. AD-06-2-
000, August 2006, Appendix A, Glossary ("FERC Staff Report"); FERC-727 and FERC-728, OMB 
Control Nos. 1902-0214 & 1902-0213, FERC Survey on Demand Response, Time-Based Rate 
Programs/Tariffs and Advanced Metering Infrastructure, Glossary. 

^ See Nancy Brockway, Advanced Metering Infrastructure: What Regulators Need to Know About Its 
Value to Residential Customers. Nat'l Regulatory Research Inst., February 13, 2008 ("NRRI Paper") at 
6. 

^ See NRRI Paper at 6. 
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(3) A meter data management system ("MDMS"), that can handle large amounts of 
information concerning individual customer usage profiles; and 

(4) Utility operational software, that can make use ofthe granular usage data 
produced through the meters, communications network, and meter data 
management system. 

AMI is sometimes confused with automated meter reading, or "AMR," which in turn 

typically means remote meter reading, as by a hand-held device or a device on a utility tmck 

driven by the meter location (i.e., "Drive-By AMR"), picking up a signal from the meter to 

record the usage. However, AMI goes beyond AMR in that interval data is being captured and 

transmitted multiple times daily (versus monthly) by a fixed, radio-frequency ("RF") network. 

The capture of interval data and integration with the Companies' Customer Information System 

("CIS") will provide many quantifiable and intangible benefits, serve to enable other future 

applications such as the DR and Dynamic Pricing, and support the future Smart Grid. 

It is useful to note what AMR is not. AMI includes advanced metering (in particular, so-

called interval meters, capable of recording and storing usage data at hourly intervals, if not 

shorter intervals). AMR does not have to involve interval metering the customer still could be 

paying a traditional, constant rate with the metering measuring only total usage in a month 

without regard to usage at particular times of day. Therefore, a utility can install interval meters 

without installing an entire advanced metering infrastructure. 

Nor does AMR imply a two-way communications system and a MDMS. AMI, by 

contrast, can enable remote meter reading; in fact, the meter can be read from a central data 

"" See NRRI Paper at 6-7. 
^ See NRRI Paper at 9. Some interval meters support static time-of-use ("TOU") pricing by means ofa 

device added to the ordinary non-interval meter that allows the utility to coUect usage information 
hourly. The utility then downloads the data monthly. AMI meters, by contrast, are also capable of 
sending and receiving meter and other data when called upon to do so, rather than merely storing it for 
monthly retrieval. See id. 
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storage and management location, by reading the signals communicated over the AMI network. 

While many ofthese same meter readings can be achieved by AMR, AMI allows additional 

benefits due to the ability to query the meter frequently, or as needed. For example, utilities need 

to report their sales on a monthly basis. Without actual meter readings, this is an estimate, and 

utilities have found this to be a labor intensive report to produce. With advanced metering, 

utilities can prepare this report using actual meter readings as of midnight, for example, on the 

last day ofthe month. 

AMI is also much more capable of detecting energy theft than simple AMR systems. The 

"infrastructure" in an AMI system includes information systems that are capable of processing 

large amounts of interval data for use in discovery of energy theft. AMI can intelligently sort 

and prioritize meter tampering flags. This contrasts dramatically with AMR systems that 

generally only automate the monthly consumption read. 

^ See NRRI Paper at 9. 
^ FERC Staff Report at 35. 
^ See Re Application of San Diego Gas & Electric Company (U-902-E). Cal. Pub. Util. Comm'n 

Apphcation 05-03-015, Rebuttal Testimony of James Teeter, San Diego Gas & Electric Testimony, 
(September 7, 2006) at JT-3. 
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Technology Selection 

Mesh RF and Powerline Carrier Communications Technology Vendors 

The Companies eliminated mesh Radio Frequency ("RF") and Powerline Carrier ("PLC") 

technologies as potential, front-end network topologies, in favor of non-mesh RF networks. 

Mesh technologies were not considered favorable due to the higher number of network devices 

required, the use of unlicensed RF frequencies, and lower RF transmission power when 

compared to the Sensus licensed, fixed RF network technology. Standard PLC technologies 

were not considered to have adequate bandwidth for AMI applications. High speed PLC 

(Broadband Over Powerlines or BPL) has both technical and cost issues and HECO had less than 

favorable experiences in piloting BPL on Oahu. Figure 1 provides details regarding PLC and 

BPL technologies. 

Figure 1 
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RF Communications Technology Vendors 

Within the past several years, meter manufacturers have worked closely with many AMI 

communications technology vendors such that meter vendors can offer the utility a choice of 

communications technology. The potential RF network vendors for the Companies' AMI 

Project are described below and Figure 2 provides additional detail. 

• Eister Group: Eister is a leading AMR/AMI company. According to Eister literature, its 

Energy Axis AMI product provides intelligent, two-way communications to all meters using 

a spread spectrum, frequency hopping, and controlled mesh radio frequency network in the 

unlicensed 900 MHz band. Unlike systems that require separate equipment for network 

communications, Energy Axis offers the choice of meter-based or non-meter network 

collectors, so deploying an Energy Axis network can be as simple as installing the meters in 

the sockets. Energy Axis is designed for both residential and commercial & industrial 

applications. As the utility's service area grows, Energy Axis local area networks 

automatically adjust to include the new meters. Utility size is not a factor. Energy Axis is 

scalable to multi-million meter deployments while at the same time being cost effective for 

smaller utilities or strategic deployments. Installation and maintenance costs are minimized 

because Energy Axis meters handle the registration and network communication process 

automatically. When the communication link is disrupted (for example, new construction 

blocks the signal path), the meter will automatically seek another route back to the system. 

The Energy Axis system became available in 2003 and is in widespread use throughout the 

world. The Companies have not pursued this vendor's EnergyAxis product because it uses 

unlicensed, mesh network. However, HECO is using Eister A3 C&I meters with embedded 

Sensus FlexNet communications technology. 
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Eka Svstems: According to Company literature, Eka Systems is working with equipment 

from major manufacturers such as, Eister, GE, Itron, Landis+Gyr, and others. Their EkaNet 

Wireless Electric Nodes build self-organizing wireless mesh networks for electric metering 

applications, are plug-and-play and support a broad range of residential, commercial, and 

industrial meters - both domestically and internationally. EkaNet "under-the-glass" 

solutions are perfect for electric utility companies' commercial and industrial as well as 

residential AMI/AMR, and sub-metering applications. EkaNet Electrical Nodes offer 

remote setup and configuration capabilities and provide access to all meter functions and 

communications capabilities. They enable reliable 2-way communications and highly 

secure wireless mesh networking with all EkaNet Nodes. The architecture is noted as self-

managing and self-healing in order to handle complex data demands and large scales. 

Eka Systems has a small presence in the United States and may impose a continued 

operations and support risk for the Companies. In addition, the Companies have elected not 

to consider Eka systems due to their use of mesh networks. 

Hexagram Star: Hexagram Star's technology has proven itself in the context of gas 

metering. However, its ability to support electric metering has yet to be seen. Although 

Pacific Gas & Electric recently initiated a limited test on Hexagram Star's technology, the 

Companies have chosen not to implement a Hexagram Star system due to the higher 

technology risks. 

Itron Fixed Network 2.0: Similar to Cellnet, Itron is one ofthe most established AMR/AMI 

companies and has been selected by several large utilities including San Diego Gas & 

Electric and Southern California Edison. As with Eister, the Itron Open Way product 

provides meter-based as well as standalone takeout points for its AMI network. The 
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Companies have not pursued this vendor because it uses unlicensed, mesh network 

technology. 

Landis + Gyr (Cellnet): Cellnet, an established AMR/AMI company, was acquired by the 

Bayard Group, which consolidated several meter brands under the Landis + Gyr banner. 

According to Company literature, L&G uses a Mesh Solution that provides intelligent 

automation for utility advanced metering and consumer energy management programs. The 

FOCUS AX Universal RF endpoint offers an integrated design with the FOCUS AX meter 

for use in residential deployments. The endpoint transmits and receives data through a 

robust and self-healing mesh network utilizing the 902 to 928 MHz FHSS unlicensed 

frequency. With added ease of use and scaling intelligence, their residential AMI meter can 

prioritize messages based on application, expand to millions of endpoints, and provide 

control through a user-friendly browser-based interface for network and data management. 

The residential AMI meter measures kWh, kW, and includes TOU functionality. The meter 

features Digital Multiplication Measurement Technique, meets ANSI standards for 

performance and utilizes ANSI C12.19 protocol. The Companies have not pursued this 

vendor because it uses unlicensed, mesh network technology. 

Sensus Metering Systems: Sensus utilizes a fixed RF network (non-mesh) communications 

technology which operates in a licensed RF spectrum. Advanced models are becoming 

available in both residential (iConA) and commercial/industrial (APX) versions that offer 

flexible, over-the-air programming, low cost, and high capability. The Companies have 

several years of experience with Sensus AMI meters and have worked with Sensus and 

other utilities to acquire advanced meter functionality. The use of a licensed, fixed RF 

network with relatively high transmission power limits the number of network "sites" and 
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simplifies future network operations and maintenance for the Companies. The Southern 

Company is deploying approximately 4 million meters across their service territory and 

Alliant Energy and Portland General Electric are contemplating large AMI meter 

deployments pending successful completion of their Systems Acceptance Test phase. 

• Silverspring Networks: Silverspring is an IP-based AMI communications company. They 

do not manufacture meters but their network interface card (NIC) technology is available for 

electricity meters from L+G, GE, Itron and Sensus, providing flexibility to the utility. They 

also provide a wide range of in-home communication options such as 802.15.4, ZigBee and 

6L0WPAN. According to Silverspring literature, their technology provides secure, two-way 

communications, remote upgradeability and advanced metering capabilities. Florida Power 

and Light has implemented a 100,000 meter pilot using Silverspring Networks and Pacific 

Gas & Electric has selected them as their AMI communications technology provider. 

Silverspring Networks uses a form of RF mesh technology; therefore, the Companies have 

not pursued this vendor's product although their technology has been integrated into Sensus 

latest products. It has been reported that a major meter manufacturer is collaborating with 

Silverspring Networks on the PG&E AMI project and Silverspring are almost ready to 

announce several additional, major contract awards. 
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Figure 2 
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Final AMI Vendor Selection 

Sensus Metering Systems ("Sensus") fixed RF network technology and metering was 

selected by the Companies. The Sensus AMI technology provides a relatively sparse network 

infrastructure (i.e., minimum number of TGBs ), the use of a licensed RF spectmm, and tight 

integration ofthe metering technology, network infrastructure and software. As further 

discussed below, Sensus' AMI technology was evaluated through various field tests and pilot 

programs at HECO, each designed to examine specific aspects ofthe technology. 

^ TGB denotes Sensus' Tower Gateway Basestation. 
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Based on the results ofthese pilot programs and favorable experiences with Sensus' 

technical and operational support during these programs, HECO determined that Sensus' AMI 

technology wouid provide the best solution for its service area and ratepayers. Sensus' AMI 

technology systems offer the following features: 

• Single tier LAN+WAN architecture simplifying network operation and maintenance; 

• Two-way RF performance (power, range, modulation, boost and buddy mode); 

• Bifurcated data collection and hosted network monitoring facilitating system 
maintenance and trouble shooting; 

• Minimization of future system support risk as a result of Sensus being an established, 
national communications company; 

• Utilization of Sensus' country-wide (including Hawaii) licensed RF spectrum; and 

• The ability for the Companies to leverage system enhancements and product 
development driven by large U.S. utilities (e.g., Southem Company, Portland General 
Electric and Alliant Energy) that have selected Sensus as their AMI vendor. 

Pilot Testing of Sensus FlexNet Technology 

In 2006, HECO initiated a series of pilot projects to examine the capabilities of Sensus' 

FlexNet AMI technology, network coverage, meter deployment processes, data capture for 

billing determinants and load profile/interval data capture. As described in Section VII ofthe 

Application, HECO has conducted three AMI pilot projects. 

HECO entered into a contract for its first AMI pilot on August 1, 2006. This pilot 

involved an initial investigation into the functionality of Sensus' FlexNet technology. The first 

two TGBs were installed atop the Prince Kuhio Hotel in Waikiki and the Five Regents 

condominium in Salt Lake, and 500 FlexNet meters were randomly distributed throughout 

metropolitan Honolulu. 
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HECO entered into contract for its second AMI pilot on January 9, 2007 to investigate 

the ability of Sensus' FlexNet technology to collect data reliably for billing purposes. In this 

pilot, a third TGB was added at Mauna Kapu in the Makakilo area and over 3,000 FlexNet 

meters were installed in the Ocean Pointe area in Ewa Beach. The meters for this phase replaced 

all existing meters within a contiguous area, comprising three HECO meter reading routes. This 

allowed the evaluation ofthe FlexNet system in a fully populated AMI network environment. 

This phase also tested a meter installation contractor's (Honeywell Utility Services) ability to 

perform the deployment. 

On July 1, 2007, HECO entered into contract for its third AMI pilot. This pilot involved 

the addition of two more TGBs, at Koko Head and Pu'u Papa'a, and approximately 400 

residential meters. The objective ofthis phase was to extend the FlexNet coverage area so that it 

could test the ability to support interval data collection for the Dynamic Pricing Pilot ("DPP") 

and HECO's 2008-2009 Class Load Study ("CES") programs. The AMI meters for these two 

programs were distributed throughout the entire Island of Oahu, which allowed HECO to more 

extensively test and evaluate the range and penetration capability ofthe AMI system. 

Additional meters have been installed under HECO's pilot AMI programs for various 

reasons. For example, meters were added so that they could repeat (act as buddies) messages 

between a TGB and an endpoint (meter). This is used to economically extend the range and 

penetration ofthe system. Meters were also added to provide remote meter reads (over the air) 

for meters that are difficult to access. Evaluation ofthe actual performance shows that most of 

A high level view ofthe pilot FlexNet system that resulted from the Companies' ongoing pilot activities is 
attached hereto as Exhibit 5. 
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the meters can reliably communicate with multiple TGBs. Approximately 7,700 AMI meters 

have been deployed to date. 

The installation and continued operation of HECO's AMI pilots has expanded the 

Companies' knowledge and experience with respect to Sensus' AMI technology. As a result of 

its AMI pilot projects, HECO has gained experience with the following: 

• Validation and billing of all Ocean Pointe residential meters (over 3,000 customers) using 
over-the-air reads on the FlexNet network; 

• Validation and billing of all Ocean Pointe C&I meters (52 customers) using over-the-air 
reads; 

• Gathering of customer load infonnation, over-the-air, for the DPP evaluation (nearly 400 
customers) at 15-minute intervals; 

• Gathering of CLS interval data information, over-the-air (nearly 500 customers), at 15-
minute intervals; and 

• Over-the-air demand resets. 

The operation and performance ofthe pilots has been closely monitored and system 

improvements have been implemented to maximize the AMI network performance. As meter 

distribution density increases, the network is designed to automatically optimize itself to utilize 

new meters as buddies for meters with a poor communication history. As of February 2008, less 

than 2% of HECO's installed AMI meters exhibited poor communications rates (i.e., zero 

messages heard from a meter over a 24 hour period). A table showing the overall performance 

statistics ofthe HECO pilot system and a graph illustrating the improvement ofthe pilot 

system's performance over time is provided on page 11. 

The performance ofthe Companies' AMI network will continue to improve as the AMI 

Project moves forward. Proper TGB distribution will enhance the network's ability to reach 

These figures are current as of November 10, 2008. An illustration ofthe geographic deployment ofthese meters 
on Oahu is attached hereto as Exhibit 6. 
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more meters. The current AMI pilot system contains 5 TGB sites on Oahu. However, Sensus' 

RF propagation study indicates a need for 9 sites with 15 TGBs on Oahu, 3 sites with 3 TGBs on 

Maui and 7 sites with 7 TGBs on the Big Island. As more TGBs are added, the percentage of 

meters exhibiting poor communications rates should decrease as a result of greater overlap in 

coverage''. 

In addition, new technologies and techniques available now or in development should 

further improve FlexNet performance. For example, FlexNet Network Portals ("FNP") will be 

used at strategic locations to forward messages between the meters and the TGBs. HECO has 

one FNP at its Ward Avenue facility and a second FNP at a site above the Kahe Power Plant and 

the operational perfonnance ofthese sites is encouraging.^ Sensus has also developed a FlexNet 

Remote Portal ("FRP"), which allows messages to be relayed directly through an Intemet 

connection including cellular technology. HECO recently received training on the FRP product 

and plans to field test FRPs in 2009. 

'' The Sensus Equipment and Services Agreement provides a guarantee of minimum performance levels. 
Moreover, the new Sensus FlexNet meter product specifications contain numerous communication improvements. 
Under the new specifications, message packages will be changed from FSK7 to FSK13 (FSK denotes Frequency-
Ŝ hift Keying, a modulation technique in which two different frequencies in the carrier signal are used to represent 
the binary states of 0 and 1), which will allow more historical reads to be packaged into each message 
transmission. The load proflle (LP) downloads will also be considerably improved since meters can be 
programmed to automatically transmit their LP information without over-the-air requests (as the current meters 
require). This should improve LP download performance to match the performance level ofthe over-the-air 
reads. 
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Pilot System Perforniance and Perforniance History 
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High Level View ofthe Pilot FlexNet System 
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AMI Pilot System on Oahu 
Meters and Tower Gateway Basestations 
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MDMS 

MDMS Functions 

Meter data management system ("MDMS") functions include: (1) collection system 

integration; (2) validation, estimation and editing; (3) versioned data storage; (4) calculation and 

aggregation; and (5) data exports and interfaces. 

1. Collection Svstem Integration 

The HECO Companies currently employ three meter reading methods: (1) Manual 

readings using handheld units and Itron MVRS software; (2) Remote data capture using 

telephone or cellular phone connections and Itron MV90 software; and (3) Remote data capture 

using Hunt Technologies' Turtle Powerline Carrier ("PLC") system. The MDMS will support 

these three existing meter reading processes as well as the new AMI systems. In general, the 

MDMS will be designed to do the following: 

• Manage the collection of meter readings from multiple technologies; 

• Simplify the integration of future meter reading technologies; and 

• Enable ad hoc, off-cycle read requests by the customer information system. 

2. Validation. Estimation and Editing 

Missing, redundant and incorrect data is inevitable. Data validation, estimation and 

editing ("VEE") identifies problematic data routed from meter data collection systems before it 

reaches other utility systems and provides tools for reconciling that data according to best 

practice rules and meter-specific parameters. 

Having the flexibility to handle data anomalies such as gaps, overlaps and redundancies, 

as well as tolerance issues between consumption reads and interval data, with a reliable, 

auditable process is a critical MDMS feature. The MDMS will provide the Companies with the 
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ability to specify validation logic via an integrated calculation engine another key feature of an 

effective MDMS. When validation fails, the MDMS can be configured to execute contingencies, 

such as automatically estimating the read or passing a "no-read" to produce a failed validation 

report. 

Effective VEE will provide the Companies with the ability to create standard parameter-

based and user-defined algorithms, with full transparency and reporting on the development of 

those algorithms. The fundamental validation and estimation functions envisioned by the 

Companies include: 

• Estimation of interval data based on meter readings; 

• Replacement of all values with a constant; 

• Multiplying or dividing values by a constant; 

• Adding or subtracting a constant; 

• Sliding a range of interval data ahead or back in time; 

• Performing linear interpolation; 

• Splitting or combining intervals; and 

• Restoring previous versions. 

In addition, the utilities should be able to edit values using a host of standard editing 

functions such as: 

• Adding or replacing values manually; 

• Modifying read status; 

• Displaying or editing multiple reads; 

• Copying or cutting and pasting a string of values from one meter to another; and 

• Copying or cutting and pasting values from a spreadsheet. 
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3. Versioned Data Storage 

Versioning maintains snapshots of each meter read associated with a time reference, 

making it much easier to resolve billing issues, process off-cycle events such as customer move-

in/move-out, and maintain data accuracy across infrastructure changes such as meter exchanges. 

Versioned data is also critical to maintaining data integrity as that data is shared across multiple 

utility systems (i.e., demand response ("DR"), load research, forecasting, distribution asset 

analysis, etc.). As this single source of data becomes a central resource to multiple utility 

systems, the ability to reproduce a data set as it would have appeared at a particular date and time 

becomes vital. 

The MDMS versioning process will provide log records indicating which user or VEE 

process made changes to the data. For example, if a reading changes five times, the MDMS will 

create five versions of that reading, each ofwhich also will have a reference time period, 

indicating when it was the current version. 

4. Calculation and Aggregation 

Utilities have traditionally relied on external spreadsheets for the complex calculations 

required for their large commercial and industrial energy billing. Billing determinants used for 

time-of-use and critical peak pricing programs, for example, might require complex load 

calculations, aggregations and unit conversions. In the past, the pool of customers that have 

traditionally required these complex calculations has always been small relative to the total 

number of utility customers who require fiat-rate usage billing. Dynamic pricing programs, net 

metering and other customer-focused programs will require that the MDMS incorporate features 

to automate these functions. 

The MDMS will be provided with an integrated calculation engine to enable the 

Companies to dispense with hard-to-maintain spreadsheets and manual, error-prone methods for 
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producing billing determinants. A calculation engine will support all ofthe common 

mathematical operators and functions as well as conditional and logical functions, ideally in a 

simple, intuitive spreadsheet interface. Examples include: 

• Common operators: +, , x, /, square root, square, sine, cosine, etc.; 

• Condition/logical functions: if, and, or, not, >, , etc.; 

• Time and date functions: max, min, avg, total, etc.; and 

• Unit conversions: kWh/kVARh to kVAh, power factor/V^h to V, etc. 

This broad functionality enables users to calculate nearly any complex load, loss or 

aggregation for billing applications, as well as calculations for other utility processes, such as 

estimation in VEE. Within the context of an MDMS, billing determinants can be calculated and 

delivered automatically upon the request ofthe billing system with no manual intervention. A 

calculation engine simplifies updating and maintaining calculations while versioning tracks 

changes. Standard MDMS interfaces make new and edited calculations immediately available 

for all utility applications. This puts an end to two problems. First, it replaces manual data 

import and export processes with automated processes that are secure and auditable. Second, it 

provides a single calculation for use by two or more utility systems. No longer does the same 

load data generate slightly different values depending on which utility spreadsheet was used. 

5. Data Exports and Interfaces 

A fundamental goal ofthe AMI project is to share meter data. Turning meter data into 

valuable knowledge that can be used by other utility systems depends on the MDMS' ability to 

deliver that data to employees and systems throughout the Companies with minimal IT support 

and manual intervention. 

Effective MDMS solutions address the multi-vendor nature of a utility's meters, meter 

data collection technologies and business systems with an "open architecture" approach. Open 
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architecture means the MDMS can export data to a wide variety of file formats (such as 

Microsoft Excel and Access) and provides a library of standard interfaces that utility business 

systems and third party applications can use to request and receive data from the MDMS. The 

use of industry programming standards, such as XML, helps minimize reprogramming to 

accommodate new applications and system integrations. 

Accordingly, it makes no difference whether monthly usage data is collected by a 

handheld computer from a residential electricity meter, or if it is interval commercial and 

industrial data from a fixed network. All meter data becomes valuable information not only for 

utility billing but for: 

• Analytical reporting such as time-of-use quantities by meter, peak days, coincident and 

non-coincident peaks, zero usage at active premises, usage at inactive/disconnected 

premises, interval data gaps, etc.; 

• Outage event management; 

• Life cycle management for assets and materials; 

• Customer service interfaces to support billing inquiries; 

• DR program management; 

• Web-based customer care applications; 

• Revenue protection programs; and 

• Distribution system asset optimization programs. 

MDMS Product Selection 

In 2008, the Companies initiated MDMS pilot projects that allowed intemal users to 

utilize the core MDMS software and also allow meter data to be imported into the MDMS and 

billing determinant exchanges with a CIS test environment. The pilot projects are routing data 
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from the AMI meters deployed under HECO's prior AMI pilots, through a Sensus RNI, and into 

the MDMS, which generate the billing determinants and pass this data on to the CIS test 

environment. 

The Companies retained an AMI consultant, Enspiria Solutions, Inc. to assist with the 

selection of vendors for the evaluation of MDMS products. 

The Companies plan to implement the MDMS in advance of full AMI deployment to 

ensure that the MDMS application is operating reliably before the Companies enter the full meter 

deployment phase, where meters are being rapidly installed on a daily basis. 
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AMI Svstems Integration and OMS Support' 

In the AMI System, the MDMS will serve as the central integration component. On the 

front-end, the MDMS interfaces with legacy meter reading systems (MVRS, MV-90, and Turtle) 

and the Regional Network Interface ("RNF'). On the back-end, the ultimate goal' is for the 

MDMS to interface with the Companies' CIS, OMS, GIS and other systems. In the future, data 

from the utility Load Management System ("LMS"), and requests from the OMS could be 

implemented. However, in the near term, integration will be limited to the CIS. 

The MDMS architecture will be modular to facilitate a phased implementation ofthe 

AMI system and other systems that are enabled by AMI (see Figure 1 below). 

^ In the instant application, the MDMS will be integrated with the CIS. The MDMS and/or RNI can provide data 
that can be used for the OMS but integration with the OMS would be filed under a separate project application. 

^ The MDMS architecture was developed with the assistance of Enspiria Solutions, Inc., HECO's AMI consultant. 
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Figure 1 MDMS Architecture 
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MDMS - Integration with the CIS 

The existing CIS receives meter data from multiple sources. Meter data collection is shown in 

the simplified diagram below (see Figure 2). For the first two systems, MVRS and Wishbone^, 

data is obtained via handheld devices used by meter readers and field service representatives. At 

the end ofthe day, the handheld devices are placed in cradles and data is uploaded to the CIS. 

The Turtle and MV-90 systems extract data directly from the meters over the power lines and 

phone lines respectively. The data routing for these existing systems is illustrated in Figure 2, 

below. For a limited number of meters, existing data can be generated in Itron HHF format and 

processed by MV-90; however, the MDMS will handle meter data in the AMI System. 
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Figure 2 Current Meter Reading Processes Data Routing 

Wishbone is HECO's current work order management system. 
'' Turtle is a low-speed Powerline Carrier (PLC) product from Hunt Technologies, Inc. 
^ MV-90 is a software product from Itron, Inc. 
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HECO plans to implement the MDMS in the following three phases: 

Phase I Basic CIS and RNI Integration will provide full billing capability for existing 
rates and for additional TOU rates as required. In this phase, data from all the 
AMI meters will be routed from the RNI into the MDMS. 

Phase II Additional Integration Tasks to centralize more user functions within the 
MDMS and minimize actions that must be performed by users and system 
administrators manually or from within the RNI. 

Phase III Additional customization ofthe MDMS will be performed to redirect all 
existing Company metering systems (MVRS, MV90, and Turtle PLC) into the 
MDMS. 

By dividing the MDMS implementation in this fashion, the benefits ofthe AMI project 

can be realized faster. The CIS will remain the system of record ("SOR") for billing-related data 

and customer information. The MDMS will serve as the SOR for other data, as shown on pages 

9 to 11. 

Future MDMS Integration with Outage Management Svstem (OMS) 

After the OMS project went online on July 28, 2007, some AMI system functionalities 

that could support OMS were explored in 2008 using data captured by the Companies' limited 

population of AMI meters and Google Earth'^'^ softw^e. 

Figure 3 depicts a possible AMI and OMS configuration. In the outage management 

fianction, AMI would supplement the need for customer calls by sending out "last gasp" 

o 

messages to the OMS or MDMS. Without AMI, the utility relies on customers to manually 

report outages via phone calls to the Companies' Customer Service Representative ("CSR") or 

via the Companies' Integrated Voice Response ("IVR") system. 

^ The definition of "SOR" is provided on pages 9 to 11. This document will be further refined during the MDMS 
development phase. 
' See Figure 5 following. 
^ "Last Gasp" refers to the intemal backup power ofthe AMI meter that allows the meter to send 3-5 messages 

when the meter experiences a power failure. 
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AMlSystefn(3) MDM 

Figure 3 MDMS to OMS Integration 

A throttling mechanism between the AMEMDMS servers and the Middleware system is 

also needed to manage outage reporting in certain situations. In the upper portion of Figure 4, 

the quantity of outage event notifications is limited by two factors: (1) the number of phone 

lines into the IVR; and (2) CSR resource capacity. Because such limitations do not exist with an 

automated AMI/MDMS link to the Middleware system, potential flooding ofthe Middleware 

with outage messages may occur, and this would negatively impact the OMS and CIS 

performance. For example, given an island wide blackout scenario, every AMI meter would 

attempt to transmit a "last gasp" alert to the AMI/MDMS, unless steps are taken to throttle the 

alerts. One approach that is being studied is the use of so-called "canary meters" or fault circuit 

indicators ("FCIs") that are configured to provide outage notifications while other meters would 

be configured to suppress outage messages. 

^ It is estimated that approximately 20-30% ofthe "last gasp" messages will arrive at the FlexNet RNI; however, 
this is a large number of messages given the population of AMI meters that will be installed. 
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Oracle Utilities Network Management System is currently working to revamp its AMI 

interface package. This may provide a straightforward and economic route to MDMS-OMS 

integration in the future. HECO will investigate this further as this package becomes available. 

HECO desires seamless interoperability between its large-scale systems. For example, 

when a customer service representative ("CSR") uses the new customer information system 

("CIS") to check whether a customer has experienced a power failure, the information would be 

transparently provided by the MDMS and/or OMS. The OMS system could take advantage of 

AMI system alarms (power failure and restoration events) captured and stored in the MDMS and 

integrated with the utility's Geographical Information System ("GIS"). 

This concept is illustrated for Oahu, and more speciflcally, the Maile area in Figure 5 

below, which shows remaining outages as red dots and restored areas with green dots. In the 

event of large scale outages, alarms can be efficiently flltered by the MDMS prior to routing to 

the OMS to manage information overload in the Companies' dispatch center. 

Figure 4 Outage Management Example 
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Systems Integration 

Based on experiences gained on recent enterprise IT projects and the Companies' IT Governance 

requirements, HECO plans to contract with an AMI Systems Integrator ("SI"). The Companies 

will retain a management consultant who will work with the Companies to develop a Request 

For Proposal ("RFP") package, review bids, interview prospective Sis, and assist with proposal 

evaluations. The selected SI will be responsible for the delivery ofa fully functional MDMS 

system, including all necessary integrations. In this role as a prime contractor, the cost ofthe SI 

will be higher and the Companies' have added a risk premium to the MDMS base cost that was 

developed in conjunction with the Companies' AMI consultant . 

Figure 1 delineates the roles and responsibilities of HECO, the Systems Integrator, AMI vendor, 

MDMS vendor, and existing HECO software systems (CIS), as well as the points of demarcation 

for each party. 

10 Enspiria Solutions, Inc. 
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Funct ion Key Ef for ts Respons ib ie Party 

AMI System 
Head end 
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Applicatbn 

MDMS 
Appficatons 

Integration Bus (Enterprise App Interface) 

Adaptor 

API 

Existing HECO 
System (e.g. 
Peace CIS) 

Adaptor 

API 

Existing HECO 
System (e.g., 
Oracle OMS)* 

Integrate with AMI communication 
network, meters & other endpoints 

A M I S y s t e m Vendor 
(Sensus) 

Install, configure, and 
enhanc e if necessary 
software products and APIs; 

Interface with AMI head ends; 
Product trahing & support 

MDMS Vendor 
(Optionally IncludedlnSI Contract) 

I ntegrate MDMS to EAI bus; data 
mapping, integration design, 
development, system testing... 

Systems Integrator 

Provide & su pport EAI (I EM MQ) 
infrastructures! services HECO 

Integrate to exisfngHECO info 
systems (CIS, OMS, etc.); end 
to end system integration tests 

Systems Integrator 

Provide Application Program 
Interfaces and enhanceexising 
information systems & 
applications as needed 

HECO (product vendors of 
existing systems) 

(Optionally hdudedinSI Contract) 

*OMS integration is not included in the AMI Project but will be looked at in the future. 

Figure 1 - Systems Integration 
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FlexNet AMI Network Details 

The AMI communications network to be provided by Sensus is known as FlexNet. 

FlexNet is a robust communications system designed to maximize service area coverage while 

minimizing infrastructure hardware requirements. As illustrated in figure 1 below, in addition to 

AMI meters, an AMI network is divided into two elements: (1) the Tower Gateway Basestations 

("TGB"), and (2) the Regional Network Interface ("RNI"). 

4^SCNSUS 
- ^ MCTEBIMG SfSTEMi 

FlexNet 

Sensus's Monitoring Network 
Requires Only 2 Elements 

coitsasuaa/j 
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Duap R«aunasiit IB^-Ga 

eOMJnuleUPS 

Dale. Bas* Rec*i.ery 1rom HC 

DBIBI Formd'tling 

Sorttnl Enceplion Lag 

Demand Rawfi 
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LaniS S-Fiefl a Re&LDie 
CSil TiblQ SeEliionH 
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Shtn VB TtiroughpiK 
SI*R Time P lots 
Mif i pDSlllone 

AdminiGlraEron 
Cna-Bolni DIseo-uerv 

Touver Gateway Basestation 
( T Q B ) 

Regional Network Interface 
(RNI ) 

Figure 1: AMI Network Elements 

FlexNet employs a licensed frequency band (centered at 900 MHz) and has several 

modes of communication, depending on the information being transmitted and the capability of 

the end device. Figures 2-5, below, were provided to the Companies by Sensus and illustrate 

FlexNet's modes of communication. 
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Within the FlexNet network, incoming messages (meter to the TGB) are communicated 

to the TGB tower sites via one ofthe following modes: 

• Normal Communication Mode: Direct communication from the end device (meter) to 
the TGB; 

• Message Pass (mpass) Communication Mode: Indirect communication through a 
"buddy" device such as another AMI meter or a FlexNet Network Portal ("FNP") 
repeater device; and 

• High priority (Boost) Communication Mode: High Priority communication directly 
from the end device to the TGB. 

Outgoing Messages (TGB to the meter) are communicated via the mpass communication 

mode. The RNI continuously monitors and records operational statistics and metrics for each 

communication node and uses that information to tune its communication mode and frequency 

for the optimal level of performance. 

The placement of TGBs in the FlexNet network design ensures overlapping coverage in 

order to achieve signal redundancy. This coverage is shown in Figure 6 below. 

c»SCNSUS 

FlexN^ 

Spacial Redundancy Improves Reliabil i ty 
CQitidajtfaf 

a. TowB'r Receiver m Remote End-cpinl 

Coverage area is designed to minimize 
ovedap with adjacerti cells 

Cellular Networks 

Tower coverage provides 50% 
overlap with adjacent cells 

Creates sigmficant s ignal redundancy 

FlexNet 

Na Redundant Tower Caveragn ProvltTeis Redunidant Overlapping Ceveraao 

Figure 6 
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The use of tall tower sites (typically 200' to 600') and the unique FlexNet 

communications technology minimizes the cost ofthe network infrastructure due to a relatively 

small number of TGB sites. Figures 7 and 8 below provide details regarding the range and 

coverage of Sensus' FlexNet communications technology. 
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Figure 7 
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The typical range for a single TGB is 15 miles, and the network design is based on 

achieving overlap coverage ratio of approximately 1.5. In other words, the meters generally 

have access to more than one TGB site. Sensus' network design calls for 25 TGBs. Oahu, Maui, 

and the Big Island would have 15, 3, and 7 TGB sites respectively. TGB coverage maps for 

Oahu, Maui, and the Big Island were developed in 2008 based on Sensus RF Propagation studies 

and A I R ' network traffic modeling. These maps are provided as figures Figures 9-11 below. 

Figure 9: Oahu TGB Locations (9 sites, 15 TGBs) 

AiR denotes Sensus' Aloha lAbort RF model. Aloha is a network model developed at the University of 
Hawaii that describes the probability that a message from one network node will collide with another 
when it transmits if the transmission times are randomly distributed. There are two types of Aloha 
networks, slotted and non-slotted. The basic difference is that slotted networks will always receive at 
least one ofthe two messages if there is a colhsion. With non-slotted networks, both are lost. The 
FlexNet system performs as well or better than a slotted Aloha network because of the iAbort algorithm 
in the TGB. iAbort means Intelligent Abort, which essentially means that if the system is receiving a 
weak signal and a second, a stronger signal comes in; the system automatically "aborts" reception ofthe 
weaker message and demodulates the stronger one. The goal is that another TGB is also listening to the 
weaker signal, which, since it is closer, identifies it as a strong signal and demodulates it. The result is 
that the RNI gets both messages even though the two messages transmitted at the same time. 
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Figure 10: Maui TGB Locations (3 sites, 3 TGBs) 

Figure 11: Big Island TGB Locations (7 sites, 7 TGBs) 
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Typical characteristics and benefits ofthe FlexNet system include: 

• Communication over a licensed frequency 

• Non-susceptibility to legal interference 

High power 

• Typical antenna heights of 200' to 400' 

• Long range (up to 15 miles) 

• Excellent building penetration 

• Tower-based 2-way systems 

• Upgradeability to remote firmware 

• Direct connection from device to tower 

• Use of commercially available single-chip transceiver (> 1 million fielded) 

• Protocol field proven over 8 years 

• 2 Watt transmit power 

• 130 dBm Sensitivity 

Buddy Communications or "mpass" Mode (FNPs and FRPs) 

If a meter cannot communicate directly with a TGB, the message can be relayed by a 

"Buddy Meter" to the TGB via the mpass channel. If a Buddy Meter site is not available, a 

FlexNet Network Portal ("FNP") can be installed to relay the message directly to the TGB or a 

FlexNet Remote Portal ("FRP") can be used to relay the message directly to the RNI through an 

Intemet backhaul. A FNP is depicted in Figure 12 and the FRP is shown in Figure 13 below. 
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FNP 

Figure 12: FNP 

The FNP is a transceiver unit that provides simple "store and forward" messaging from 

Sensus AMI meters. FNPs can be strategically placed after the complete deployment ofthe 

'y 

TGBs and network coverage is evaluated. The FNP provides an economical solution within an 

existing network. Messages are collected at the FNP and transmitted to one or more TGBs over 

the primary licensed frequency to assure that satisfactory coverage is provided within a 

designated service territory. 

A single FNP can typically support up to 400 AMI meters within a serviceable range of 

an installed network. RF transmissions on the primary licensed frequency allow the FNP to 

receive and transmit messages from AMI meters to one or more TGBs. By incorporating RF 

transmission as the backhaul communications method, the FNP provides the Companies with 

greater installation flexibility. Ubiquitous locations such as light poles, buildings or existing 

FNPs are much cheaper and more convenient to install than TGBs. FNPs can be mounted on the 
companies' utility poles, communication sites, or other appropriate facihties. 
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utility structures with access to AC power (110-240 VAC) provide excellent candidate locations 

for FNP installations. Flexible antenna options can also be utilized to maximize performance 

and the FNP incorporates a battery back up power source to ride through limited duration power 

outages, which increases FlexNet system reliability. 

FRP 

FRP 

p^^H 
1 *^§!^^§lr l§ 
r , liciNclRcmolc 

F 
f 
1. 

9= 
^^^v r l tB 

SCNSUS % 

Figure 13 

The FRP provides TGB functionality with the RF characteristics ofthe FNP. Cellular or 

Ethernet (fiber, cable, DSL) can be used for backhaul from the FRP. The FRP can 

accommodate approximately 2,000 endpoints, includes 2-4 hour battery backup, and 

provides 3-5 square mile RF coverage. As with the FNP, ubiquitous locations such as 

light poles, buildings or existing utility structures with access to AC power (110-240 

VAC) provide excellent candidate locations for FRP installations. Locations with a 

wired Ethernet point are useful; however, the FRP is designed to operate with integral 

cellular transceivers. 
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RNI 

The RNI is the network backbone ofthe AMI system. It receives and stores all meter 

data transmitted to the TGB(s), monitors the system health and communications statistics ofthe 

TGB(s), and maintain a 60-day log of meter data. The RNI provides network capacity for all of 

the TGBs in the Companies' local RF networks. 

The RNI consists of multiple servers, which provide the following fimctionality: 

Database Server 

• Utility meter read data 
• Information to manage the AMI network 
• Web reporting data 

Statistics Server 
• Network communication statistics from AMI meters and TGBs 
• Meter and TGB graphs 

Web Server 
WebsiteAJser Interface 
Site LDAP^ (Java Open Single Sign On) 
System monitoring scripts (Perl ) 
Auto-generated emails for operations 
File transfers (Total Meters, Demand Resets, XML Meter reads) 

Network Controller (NC) Server 
• NC programs 

Java engine bundle 
6 

Map Server 

Postgres tools data 

ka-Map geospatial data 

^ LDAP, Lightweight Directory Access Protocol, is an Internet protocol that email and other programs 
use to look up information from a server. 

'̂  Perl is a dynamic programming language created by Larry Wall and first released in 1987. 
^ XML or Extensible Markup Language is a general-purpose specification for creating custom markup 

languages. Its primary purpose is to facilitate the sharing of structured data across different information 
systems, particularly via the Internet, and it is used both to encode documents and to serialize data. 

^ Postgres (or PostgreSQL) is an open-source, object-relational database management system. 
^ ka-Map is an open source project that is aimed at providing a Javascript API for developing highly 

interactive web-mapping interfaces using features available in modern web browsers. 
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/Network Controller\ 

NC Progs 

Map Server 

Postgres 

SQL Server 

IIS Sewer; 
MS SQL 

Web Server 

Jli/13 

Tomcat 

Stats Sever 

Figure 14: RNI Logical Architecture 
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HANs and In-Premise Displays 

The role of a Home Area Network ("HAN") in an AMI system is illustrated by the diagram 
below. Additional details regarding HANs are provided in Exhibit 13 (Sensus Demand 
Response and Smart Grid White Paper): 

Advanced Metering Infrastructure 

Horne Area Network (HAN) links Utility & M e t ^ 
to CusComer thraugh 2-WBy open standards 
ba&ed winalass communicslions (ZigBes) 

Local Area Network (LAN) links m&tefs 
togettiBT in a 2-way wifisless mesh 
netwofk for rBltabflrly ttimugti an aggregatof 
{one meter may act as the aggregator) 

: @ L o c a l 
A r e a 

N e t w o r k 

H o m e 
A r e a , ^ 

N e t w o r k ^ \r.»orr^e, 
Displays 

Load 
Switdies 

Wide Area Network 

Widt? Area Network (WAN) links uUlrty 
backofficc systems through 2-way 
public or pnvato network Lo the 
meter aygregalors in the 5eld 

See Brad Smith, ZigBee Generates Power, Wireless Week, July 15, 2007. 

Smart 
Tfwrrnostat 

The following example of an in-premise display's role in a HAN was provided by Ampy 
Metering (Bayard Investment Group): 

• C"PP Hesporae 
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The following examples were provided by Widefield Technologies and illustrate how HANs can 
be employed to provide electricity consumption information and other information to an in-
premise display: 

Meier EGA f ra id^on 

MEf a- Dab Jtci^slion 

"y^ Eaeigy 
Opliairatioa 
Sysle m"̂ " 

Utility Host ( ' MEfo-Dsb rrai^eon 

- » ^ ^ ^ -

lifeler DMa ncifasieoB 

CD 
Q ' A ^ Energy 

Oprimisrion 
System'^'' 
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Sensus Demand Response and Smart Grid White Paper 

4^ SCNSUS 
February 26, 2008 
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Introduction 
As a natural progression of Sensus' FlexNet Advanced Metering Infrastructure (AMI) 

system solution, Sensus is actively architecting end-to-end demand response and Smart Grid 
solutions that operate over the FlexNet two-way licensed band RF solution and integrate with 
demand response and peak pricing applications. This whitepaper describes the applications, 
Sensus' architecture and key functional requirements to implement those solutions. 

T ^ l TV 7_^l_ Demand Response and Smart Grid System Architecture 

A.X 

Water 

RlC 

Demand Response 

Background 

Nationwide, an increasing number of regulatory policy directives are playing a key role 

in encouraging utilities to deploy AMI systems that provide customers with more detailed energy 

consumption information and demand-reduction capabilities. 

Many IOU customers have existing air-conditioning load management (ACLM) and 

load shed programs operating on legacy networks; predominantly one-way paging systems from 

vendors such as Comverge, Cannon, and CSE. Commensurate with their adoption ofthe Sensus 

^ Investor owned utihties. 
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FlexNet two-way AMI solution, the utilities need a clear path to transition fi'om one-way systems 

to the newly adopted two-way solutions. 

Multiple, emerging and competing technology standards for home area networks (HANs) 

like Z-Wave, Lon Works, HomePlug, ZigBee, 6L0WPAN and others have added both promise 

and confusion to the arena. Utilities are searching for flexibility to achieve AMI cost savings 

from two-way fixed-base metering today, while maintaining flexible options to implement 

emerging standards in the future. 

Given the uncertainty surrounding the future standards, utilities and consultants are 

banding together in various forms to adopt common architecture approaches that provide safety 

in numbers for the utilities and a crisp roadmap for the vendors. 

Target Demand Response Applications 

Based on market feedback from major lOUs across the United States and Canada, the 

Sensus FlexNet demand response applications will initially cover two main categories of use. 1) 

Applications which involve customer interaction and approval and 2) Applications mandated by 

the utility. 

Customer Interaction 

A major benefit ofthe Sensus FlexNet AMI solution is that it provides the underlying 

two-way communications solution to deliver a higher level of customer awareness regarding 

electricity pricing, consumption, time-of-use, rate tiers and voluntary load reduction program 

events. With increased electricity demand on the grid which may result in generation shortfalls, 

the need for utilities to reduce energy demand in support of grid stability is paramount. FlexNet 

will help facilitate load reduction at the customer's site by communicating instantaneous kWh 

pricing and voluntary load reduction program events to the customer and to various enabling 
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devices connected to FlexNet either directly or through a Home Area Network (HAN) 

Voluntary load reduction events may be scheduled with a large amount of advanced notice (24 

hrs) or near real-time. For the utility to receive the desired customer response, FlexNet demand 

response and Smart Grid solutions will provide customers with timely pricing, event and usage 

information. 

End customer responses delivered via the two-way FlexNet network will be used to 

determine 1) how and/or if consumers have responded to a pricing event, 2) if the utility needs to 

launch other demand response events to achieve the needed demand reduction and 3) assist the 

utility in determining how to structure future voluntary load reduction programs. 

FlexNet demand response solutions provide the utility with a variety of flexible 

mechanisms to distribute price signals and voluntary load reduction events to customers, 

including the ability to display current pricing and voluntary load reduction event information 

within the customer's home/business. FlexNet can reliably initiate automatic load reduction at 

the customer's site by communicating event and pricing information to customer equipment and 

the customer's equipment will respond to the utility's or the customer's predefmed setting. 

Should the utility desire customer intervention, the consumer will be able to opt-out of utility 

load reduction requests with a device within their home/business. 

Utility Mandated 

Mandatory load and energy management applications are dispatched by the utility for 

reliability purposes. These events are mandatory due to the potential ofthe demand for power 

exceeding supply as a result of unexpected power plants going offline or congestion in 

transmission and/or distribution lines. The customer may be (1) enrolled in or (2) as condition of 

service be defaulted on a mandatory demand response program used for grid management. For 
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voluntary enrollment in a utility's program, the customer is generally compensated with a credit 

on their monthly bill. 

Typical devices controlled in mandated applications may include programmable 

thermostats, air conditioners, water heaters, pool pumps, etc. Programmable communicating 

thermostats (PCTs) can act as both a load shedding and passive/informational device through its 

built-in display. 

Mandatory load and energy management events may not provide customers the option to 

override the load shed request. The utility may rely on a firm load shed to avert rotating outages. 

Giving customers the option to override a mandatory load shed request increases the possibility 

ofa complete power outage. For public safety purposes, the utility must also be able to 

immediately remove a customer off the program due to a medical emergency and restore 

operation, for example, to an air-conditioning system as soon as possible. 

FlexNet Functional Capability System Components 

Future Sensus FlexNet demand response and Smart Grid product offerings consist of 

several components that work in combination to deliver an end-to-end solution that provides the 

utility with flexible, future-proof options over the 15- to 20 year time horizon ofthe FlexNet 

AMI platform. Those components include the following: 

G Utility Operator Applications 

G Two-way Communications 

• 256 AES^ Security 

2 
A commonly employed communications encryption method is the "Data Encryption Standard" (DES). DES 
works by encrypting data with a 56-bit long key. Triple DES (3DES) is an enhancement to DES that effectively 
runs 112-bit long keys. DES and 3DES are both widely used in commercial and non-dcfcnse government 
communications today. To provide a higher degree of security than both DES and 3DES, a new standard called 
Advanced Encryption Standard (AES) has been developed. The new AES standard with 128-bit keys has been 
approved by the U.S. Govemment to protect sensitive, unclassified data and will replace the use of 3DES. 
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Q Best of Breed Performance and Reliability Characteristics 

• Endpoint Devices 

Utility Operator Applications provide the user interface for the underlying technical 

solution. The demand response and Smart Grid applications will integrate with the functionality 

ofthe Sensus head end system (RNI). Sensus is currently pursuing multiple "make/buy/partner" 

decisions with regard to a demand response and Smart Grid application suite. In all cases, the 

application will have one or more ofthe following characteristics: Control, Measurement & 

Monitor, and Consumer Interface. 

Control applications respond to control signals. The simplest control application is direct 

control, which turns loads on or off. Control applications can also cycle, which means 

they turn the load on and off at configurable time intervals. Additionally, more 

sophisticated control applications would limit the load of an appliance based on 

configurable thresholds. 

Measurement and Monitor applications provide intemal data and status. Applications can 

be as simple as a thermostat that measures and monitors the environmental state such as 

temperature and provide "on/off control of appliances or equipment. More complex 

monitoring can also be provided such as 1) distributed generation functionality where 

local energy input and output is measured and monitored or 2) sub-metering functionality 

where FlexNet measures and monitors device-specific consumption or production. A 

Plug-in Hybrid Electric Vehicle ("PHEV"), for example, can have sub-metering 

functionality as well as distributed generation. 
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Sensus anticipates that utilities and consumers will gradually implement distributed 

generation systems (small-scale power generation technologies) to provide an alternative to or an 

enhancement ofthe traditional electric power system. As more homes and business become 

"green", it is anticipated that the utility will need to support distributed generation sources such 

as solar panels, small wind turbines, or PHEVs that may discharge back into the network. Sensus 

FlexNet is limited to electric meter application. In fact, information can be shared with gas and 

water meters and propagated through the AMI network and transferred to the appropriate entity. 

As an example, FlexNet already supports the ability for an electric utility to gather water meter 

information and pass that information to the water utility. 

Consumer Interface Depending on the regulatory environment and the marketing 

strategy ofthe utility, some applications may require a consumer interface to provide 

local user input or receipt of information. These applications are based on the data type. 

Q User Input - Provides consumers with a means to input data (using a 
keypad or button) 

Q User Receipt - Provides an application with a means to send data to the 
consumer (such as through a graphical or text display or a text message) 

One ofthe main arguments for energy conservation is a better informed consumer. With 

more timely and detailed information at the hands of the consumer, they will be able to make 

better choices about energy usage and conservation. With direct data access, the consumer does 

not need to wait until the end ofthe month to see how changes in their usage have affected their 

bills, and with energy usage profiled in smaller increments, the consumer can see the impact of 

changing their own energy usage pattems. 

Two way communications is provided by the FlexNet system from the RNI at the utility 

to the endpoint at the consumer or in the Smart Grid. Some applications on the network (water 
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meters, selected Smart Grid devices) may be battery operated and support only one-way 

communications. For consumer and industrial demand response applications, Sensus will 

initially support several two-way HAN architectures, FlexNet and ZigBee. 

Using the FlexNet HAN, broadcast commands may be sent through the electric meter at 

the customer premise or directly to the FlexNet device. In the ZigBee implementation, all 

communications must pass through the meter as the gateway/coordinator. 

<^ SCNSUS 
Dennand Response For FlexNet and Zigbee 

FlexNet 
Direct Communication 

Option 

Sensus 
Regional 
Network 

OPEN INTERFACE 

Common Command protocol 
UTILITY Energy 

Management System 

To implement this capability, Sensus plans to provide a factory-build option for the 

iConA meters to include or exclude a ZigBee RF communications board, providing ZigBee 

coordinator functionality for the local HAN. 
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ZigBee HAN IEEE 802.15-4 Option Card 

ganJirtgTJte^ 

3-D Viewof iCon A 

ZigBee Controller 

Data Relayed to RNI on FCC Protected WAN Network 

In the FlexNet-only solution, it is assumed that the demand response or Smart Grid 

device is provided by utility. In the FlexNet to ZigBee solution, it is assumed that the HAN 

device at the customer premise may be supplied by either the utility or the consumer. In both 

cases, FlexNet supports a range of customer premise HAN communications for discovery, 

commissioning and control. 

Discovery ofa node is simply the identification of a new node within the HAN involving: 

Q Announcement Active and passive device notification methods 

G Response - Includes both endpoints 

G Initial Identification - Device-type and address identification 

Commissioning is the network process of adding or removing a node on the HAN with 

the expectation that the system is self-organizing. This process is decoupled from utility 

registration. Commissioning involves the following: 
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Q Identification - Uniquely identifying the device 

O Authentication - Validation ofthe device (network key) 

G Configuration - Establishing device parameters (binding) 

Control of a node is involves: 

• Organization - Communication paths 

O Optimization - Path selection 

G Prioritization - Communication based on importance 

To support the anticipated market growth, FlexNet's demand response and Smart Grid 

system supports various types of communication. These communication types include regular 

data transmission of information and health status to the RNI, consumer specific signaling and 

control signaling, broadcast of load curtailment commands, and receipt of acknowledgements 

from the endpoints. 

256 AES Security is the latest govemment standard for encryption and protection of data 

networks and the chosen security method ofthe FlexNet System. Consumer specific information 

signaling implies that additional privacy measures and methods are warranted. Control signaling 

for load control and direct utility communications is a special use ofthe system and as such, 

requires robust handling methods. This capability and expectation is based on utility 

accountability for safe and secure delivery ofthe control data. 
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FlexNet 

256 AES End-to-End Security 

coitBtimtia^ 

METER ENDPOINT 
Security Tags and Seals, Locked Sockets, Secure Physical Mounting 
Solid State Tamper and Power Outage Alerts 
Register Data Values Are Encoded in a Message Inside the On air Protocol 
Wrapped in Viterbi Convolutional Encoded Algorithm and 256AES Encrypted 
Packet Sequence Numbers Expose Data Attack 
Specialty 7FSK/13FSK Modulation 
CRC 32 Check Sum in Every Packet 

TGB TOWER RECEIVER 
Secured Tower Site Locations 
Hardened, Locked Cabinets 
Door Sensors with Network Alarms 
Data Remains 256AES Encrypted 
Backhaul TCP/IP Network Over SSL Tunnels 

RNI HEAD END DATA COLLECTOR 
Secured Data Center Facility 
Meter Data is Terminated and Received Via Secure 256AES Encrypted Tunnel 
CRC Check Sum Verified Every Packet 
Customer Data and Network Telemetry Are Separated 
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The main security concems for demand response and Smart Grid are centered on Access 

Control and Confidentiality, Registration and Authentication. 

Access Control and Confidentiality address levels of data protection based on data type. 

All data will have some level of access control but there are various protection methods 

associated with both data-at-rest and data-in-transit based on data type. The two primary 

categories are. 

G Private Controls - protection methods for confidential or sensitive data (consumer 
data) 

G Utility Controls - protection methods for utility accountable data 

Registration and Authentication is cmcial since it verifies and validates user participation. 

Once a node is registered, it is trusted in the network. Therefore registration and 

authentication involves the following: 
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G Initialization establishes the application/device as a validated node 

G Validation validates the application's data 

G Correlation correlating a consumer account with a device, application or 
program 

G Authorization rights granted to the applications 

G Revocation removing an established node, correlation or authorization 

Best of Breed Performance and Reliability is a hallmark of the FlexNet system based 

on primary use licensed band RF communications and massively redundant network design. The 

successful performance ofthe FlexNet demand response and Smart Grid applications now and in 

the future is based on the underlying assumption of reliable RF performance not possible with 

competing, unlicensed band systems. 

415 SCNSUS 

Fle>Net 
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The Sensus FlexNet demand response and Smart Grid reliability is based on four major 

deliverables. 

Availability - The devices and applications are consistently reachable due to superior RF 
power and range and redundant data paths. 

Reliability - The network components are designed and manufactured to be durable and 
resilient and the network design incorporates TGB network overlap, redundant RNI 
servers, and buddy mode network repeating. 

Maintainability - The FlexNet demand response and Smart Grid applications are designed 
to be easily diagnosed and managed with comprehensive on-line diagnostics. 

Scalability - The system supports a predictable growth in applications and devices 
through advanced modeling using the Sensus AiR model and extensive RNI scalability. 
The system also supports unanticipated growth through increasing bandwidth 
development (13 FSK ), the ability to build future capacity into the original deployment, 
and the flexibility to deploy additional network infrastructure. 

Sensus' unique ability to simultaneously broadcast demand response messages to 

millions of endpoints in only seconds provides FlexNet users with a powerful tool in achieving 

their demand response goals and side-stepping the costs associated with large spinning reserves. 

Frequency Shift Keying 
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Fast Demand Response Action & Positive Feedback 
May Reduce Spinning Backup Generation 

conHtial t i^ 

Example fer 1,000,000 loads commanded system wide (Assumes 85 TGBs). 

- RNI sends broiidcast message to TGB's 
Load shed command cleats NC in RNI, Internet Latency & TGB buffer 

S T E P 2 
Each TGB transmits that message on ite time slot 

- 6 repeats (7x redundancy) 

- Acknowledge messages from Meters/ Endpoints: 
Meter sets command acknowledge bit in standard message 
Sentat normal transmit interval (4hr typ) 

A l ternat ive: Fast Acknowledge from lOOK endpoints 
ALOHA hold-off with Group Addressing 
100,000 Endpoints/ 150 ms slotting/ 85 TGBs W/ 5 0 % Ovhd 

TOTAL 

T I M E R E Q U I R E D 

2.5 Seconds 

1 Second 

3.5 Seconds 

6 Seconds 

9.5 Seconds 

4 Hours 

5.9 Minutes 

Endpoint devices will fall into two main categories: (1) Utility-supplied FlexNet 

endpoints developed by Sensus and Sensus partners, and (2) Consumer-supplied ZigBee 

endpoints supplied by a range of emerging third party companies. Example endpoints are shown 

in the following table: 
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Hardware 

iConA Meter 

PCT 

Display 

Load Control Device 

Smart Appliance 

Description 
Responsible for measuring electric load at the 
customer premise and providing gateway, 
bridging, and general AMI connectivity 
between the FlexNet AMI network and 
residential and commercial demand response 
devices. 

Programmable Communicating Thermostat 
(PCT) 

In Home Display, especially of consumer 
HAN status and electric usage and cost (may 
be bundled with PCT) 

Limits connected electric load based on user or 
utility configuration. 

A self-aware appliance that communicates and 
reacts to utility and other control signals based 
on user configuration 

Function 

Energy measurement 
and two-way 
communications and 
Coordination 

HVAC Control 

Energy Information 
Display 

Resource Control 

Energy Awareness 

Demand Response Endpoints - Sensus is working with a number of third parties to either 

license the FlexNet technology or market plug-in FlexNet modules and embed the FlexNet radio 

solution into those endpoints. These include Comverge, Rite-Temp, and HAI for thermostats 

and Comverge for Load Control devices. To encourage additional partners and utility choices, 

Sensus is developing a standard plug-in board for easy adoption and configuration by third party 

endpoint providers. 
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c^seNSUS 
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ft, 
Announcing: F l e x P O f t Open Link to FlexNet 

confidential 
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• Allows Quick Connection to the 
FlexNet Network 

' Requires Proper Security Credentials 

• PC, PDA, PCT Software Drivers 
& Open Interface Available 

• Fits within PCT, Load Controller, 
Text Display, Field Tool 

> Tower to Endpoint Communications 

• 250 mW Output Power 

> Meter to Endpoint, via Buddy Mode 

PCB module provides miniature, low-cost, FCC protected portal into the FlexNet system 

Applications include Smart Thermostat, DR, Smart Grid, Security, Text and OEM 

Enables f ie ld and meter shop in ter rogat ion, test and set-up of meter funct ions 

A FlexPort can hear a tower or a meter in Buddy Mode 
(available in 250 mW - and 2 Watt RF power version for direct reply to tower ) 

Most partner/providers anticipate sister product offerings in both FlexNet and ZigBee 

endpoints to provide choice to future flexibility to utilities. Endpoint offerings are becoming 

more sophisticated to meet market requirements for color and easy to read user interfaces. Next 

generation thermostats from multiple vendors will support FlexNet or ZigBee RF connections in 

the home. 
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-hRexNet 
FlexNet 

Up to 15 miles 
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Zigbee and FlexNet Solutions 

Zigbee 
Up to 300 feet 

78: >Cannon 

>Comverge 

>HAI 

>Golden Power 

78.. 
K-Sif f JT l " \\V - ^ 

4> SCNSUS 

Some regulators and market participants are requesting standalone in-home displays to 

display frequently transmitted updates regarding usage and critical peak pricing information. 

Sensus will interoperate with both FlexNet and ZigBee versions of in-home displays. 

t iA l \A\iaU-V\m r i B U t d l f D l fep l l ; CBACflflt 

- ^ N 

Smart Grid Endpoints Sensus is working with utility providers to embed the FlexNet 

radio into a wide range of Smart Grid devices Capacitor Banks, and Switch Reclosers. Sensus is 

file:///A/iaU-V/m
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also developing a more universal device which can be used to interface with any S m ^ Grid 

device with an RS-232, RS-485, or 4-20mAmp interface. 

The universal interface is intended to drive additional value and savings in Smart Grid 

applications at the utility, by providing monitoring and simple control of stranded assets not 

currently attached to existing SCADA applications. 

ij^seNsus 
_ > * METERING SYSTEMS 

Announcing: Smart Grid Universal SmartPoint 

Protected Spectrum 

256 AES Encrypted 

Select-Check-Operate 

IP Addressable using RNI gateway 
proxy 

Supports Buddy Mode allowing 
FlexNet meters and FNPs to assist 

Supports Group Addressing 
' H i f 

Load Profiling/Engineering 

Phase Balancing 

Transformer Optimization 

Energy Forecasting 

Outage and GIS 
Workforce Management 

Asset Management 

SCADA Applications 

Ruggedized NEMA packaging including: 

2 Watt Transmit FlexPort 
External antenna 
RS-232 /485, RJ45 
Universal IPv4 Addressable endpoint 
IPv6 Supported at RN! Gateway 

May optionally be programmed to operate point'to-point on the reserved channel (local, low data rate, distnbution automation) 

For additional information on Sensus Demand Response and Smart Grid development, 

please contact your Sensus regional account representative or: 

Britton Sanderford 
Chief Technology Officer 
Covington, LA 
britton.sanderford@sensus.com 

Supervisory Control and Data Acquisition. 

mailto:britton.sanderford@sensus.com
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Change Management 

I. INTRODUCTION 

Implementation of AMI and the technologies enabled by AMI (e.g., DR and Smart Grid) 

will result in numerous changes in the Companies' business and operations paradigms, business 

organization and processes, customer strategies, resource planning, energy management policies, 

engineering practices, service reliability, safety management and regulatory compliance. 

Consequently, effective management ofthese organizational changes (i.e., "change 

management") will play a key role in the Companies' successful AMI implementation. To that 

end, the Companies plan to initiate a comprehensive Change Management Plan focusing on: 

• Assessment of "to-be" process changes and their impacts on the Companies' 
organizations; 

• Development of an overall change management plan; 

• Assessment of AMI's impacts on human resources and establishment ofa 
training/redeployment plan to ease the transition for affected employees; and 

• Identification of key internal and extemal stakeholders, formulation ofa 
communication plan and maintenance of communications with the stakeholders in the 
AMI Project from planning/engineering to post-deployment. 

IL PROCESS CHANGES AND ORGANIZATIONS IMPACTED 

AMI implementation is expected to cause major job and process changes at the HECO 

Companies. Anticipated changes are outlined below by affected organization. 

A. Customer Service 

Call Center: Customer calls are expected to become more complex, involving, for example, 
AMI meter exchanges, potential rate options and energy efficiency programs, energy usage 
information, DR device operations, etc. 

Billing Inquiries: Customer service representatives will be able to resolve many billing inquiries 
using on-demand and historical daily/hourly meter reads during the first customer call. 
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Flexible Move-In/Move-out Service Order Dates: Such flexible dates can potentially be 
supported including weekends and holidays and by using remote or "virtual" connect and 
disconnects where available. 

Remote Disconnect/Reconnect for Revenue Management: Remote disconnect/reconnect will 
reduce and may eliminate some customer visits/trips with remote disconnect orders performed in 
accordance with defined business mles. 

Trouble Call: The utilities will be able to ping customer meters to verify single no-light outages. 

Proactive Customer Communications: The utilities will be able to leverage timely and accurate 
AMI data to proactively communicate potential problems to customers, including, for example, 
outage notification, high-bill alerts, abnormal energy usage alerts, etc. 

B. Billing 

Final Bill Estimates: AMI will enable more accurate final bill estimates using daily meter read 
data and on-demand meter reads. 

DR Program Support: DR devices will communicate through the AMI network and confirm 
customer activity, and will enable more complex rates. 

Flexible Billing Dates: AMI could support flexible billing dates as meter routes are no longer 
necessary. 

C. Revenue Management 

Remote Disconnect/Reconnect: This capability will reduce and may eliminate some customer 
visits/trips with remote disconnect orders per business rule. 

Meter Tampering: The utilities will be able to follow up on the more frequent identification of 
meter tampering alerts. 

Consumption on Inactive Meters: AMI will enable faster detections of move-ins that do not 
have registered accounts. 

Prepaid Accounts: AMI could potentially enable the use of disconnect-reconnect devices to 
support prepaid accounts. 

D. Meter Operations 

Meter Shop: Meter sample testing will need to cover communication modules, meter read 
intervals, and time synchronization, etc. in addition to meter accuracy. 

TOU Rates: Hourly or more frequent meter data from AMI can replace TOU meters. This 
process change will also affect inventory and meter shop testing. 
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E. New Services 

AMI Communication Adequacy: The utilities will need to check the adequacy of AMI 
communication coverage and signal strength as part ofthe new meter set process and 
systematically generate a work order to the AMI network O&M organization if an AMI system 
upgrade is needed. 

F. Rate Design 

Rate Design: Stakeholders will benefit from flexible sampling and more accurate and timely 
data for load research and rate analysis. 

DR Program Support: DR devices will communicate through the AMI network and confirm 
customer activity, enabling more complex tariffs. 

G. Distribution Operations 

Outage Verification: AMI will be used to ping meters to verify outages before dispatching 
troubleshooters to the outages. 

Automated Outage Notification: AMI outage notification messages (or last gasps) will be 
processed to improve accuracy of predicted outage analysis. 

Analytical Support for Emergency Load Transfers: AMI data can be used to estimate load 
transfers based on near real-time data. 

Service Restoration Confirmation: AMI will be used to confirm restoration of service before 
callbacks to customers and to systematically confirm restoration to identify nested outages after 
each restoration step. 

Distributed Generation Monitoring: AMI will be used to systematically check for reverse power 
flows due to DG to improve crew safety during outage restoration. 

Reliability Reporting: AMI outage restoration messages and their timestamps will be used to 
improve the accuracy of outage reporting. 

AMI Network Restoration: The AMI communication network may be affected by the same 
power outage events. Restoration ofthe AMI network and the power system will need to be 
coordinated. 

H, Distribution Planning & Engineering 

Field Load Data Collection: AMI will be used to get up-to-date and historical load data instead 
of dispatching field services personnel to collect data from selected meter load points. 

Electric Distribution Network Modeling: AMI load and voltage data will be used to validate and 
fine tune the distribution system model used in distribution planning and engineering, and 
subsequently improve the efficiency and capacity utilization of system assets. 
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Transformer Load Management: AMI will significantly reduce load estimation errors and will 
provide more accurate load profiling to better track loading against optimal transformer loading 
guidelines. 

Proactive Problem Solving: AMI will be used to monitor load, voltage, and power quality at 
select delivery points to identify and resolve potential problems proactively. 

III. OVERALL CHANGE MANAGEMENT PLAN 

A. Process Owners and Stal^eholders 

As AMI-enabled processes are designed and gaps analyzed, internal stakeholders (e.g., 

process owners and business unit managers at the Companies) and extemal stakeholders (e.g., 

govemment, consumers, and labor unions) will be identified. 

B. Assessment 

Since the AMI Project impacts other business units and operations, it is essential to assess 

the key stakeholders' needs and identify possible risks to the project. As part ofthe AMI 

Project, the Companies will: 

• Develop a communications plan to create a better understanding of the AMI 
technology; 

• Identify gaps in knowledge and skill sets of employees to craft/improve the employee 
training plan; and 

• Develop a Change Management Plan. 

C. Monitoring Key Performance Indicators 

The AMI business case affects several Key Performance Indicators ("KPI") that the 

Companies routinely monitor and report, including: 

• Cost of field operations Based on the number of field trips for meter and bill 
investigations, etc.; 

• Customer satisfaction index Assessing customer response time, service reliability, 
the number of billing inquiries, the number of manual re-bills per month, etc.; 
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• Total Unaccounted for Energy ("UFE"); and 

• Meter Reading Costs. 

As part of their change management efforts, the Companies can track improvements in 

their affected KPIs in order to monitor the anticipated AMI system benefits. 

D. Communications Pian 

The Companies have already begun to build an awareness of AMI technology through 

town hall meetings, management briefings, and publications such as the Powerlines commercial 

customer newsletter and the Currents employee newsletter. See pages 9 and 10 for HECO 

Powerlines AMI Article and page 11 for HECO Currents Employee Newsletter. 

Communication is a critical element in managing stakeholder expectations, identifying 

barriers as well as potential solutions for acceptance and support of AMI. The primary goal of 

the communications plan is to keep stakeholders informed and actively involved, and to 

disseminate timely and appropriate information to the right audience at the right time. The 

communications plan will be designed utilizing best practices for conducting focused 

communications with stakeholders, labor unions, governments, employees at large, customers 

and the general public on a regtilar periodic and as-needed basis. 

In addition to a regular communications schedule, the communications plan will identify 

project milestones and other major events that would trigger communications, along with the 

target audiences, appropriate communication media and method for each milestone or event. 

The target audiences may include for example: 

• The Companies' AMI management and project team, wliich will promote and guide 
the introduction and acceptance of AMI; 

• The Companies' executive and senior management, who approve funding and 
provide guidance on signiflcant project issues; 
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• Stakeholders, key internal (e.g., various process owners and business unit managers) 
and extemal bodies (e.g., government, consumers and labor unions) who will be 
affected by the AMI Project implementation; 

• Impacted employees whose jobs will change due to the project; 

• The Companies' employees in general; 

• Labor unions; 

• Customers; and 

• The Companies' suppliers. 

E. Communication Channels and Materials 

The communications plan will utilize existing and potentially new communication 

channels, as appropriate, including for example: the Internet/world wide web, e-mail, paper (fact 

sheets, posters, bill inserts, etc.), town hall meetings, radio and television, etc. It will leverage a 

variety of communication materials that have been developed as part ofthe project engineering 

efforts and will continually be expanded and refined throughout the implementation ofthe 

project. These materials may include: 

AMI Initiative Overviews: Overview presentations ofthe AMI Project objectives, required 
technologies and related information systems, HECO customer and societal benefits, etc.; 

AMI Fact Sheets: An AMI fact sheet on key AMI components such as AMI meters, AMI 
communication networks, MDMS, and HAN/Energy Efficiency Program support, etc.; 

Frequently Asked Questions (FAQ): A continually updated AMI Frequently Asked Questions 
publication; 

AMI Initiative Brochure: An AMI Initiative Brochure that can be distributed to customers 
through bill inserts or by field personnel during meter exchanges to answer common customer 
questions regarding AMI; and 

Minute Updates: Brief communiques routinely distributed to detail the latest project and 
technology developments for stakeholders and select target audiences. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 190 OF 324 

EXHIBIT 14 
PAGE 7 OF 11 

IV. Employee Transition/Training Plan 

Some new positions have already materialized as a result ofthe Companies' pilot AMI 

projects and interest in developing and deploying an AMI system. 

A, Job reclassifications/skill set definition 

The Companies will establish an account of jobs that are impacted, new competencies 

and skill sets required for changes to existing job positions, as well as potentially new jobs that 

have yet to be identified. Existing job functions that may require new responsibilities and 

competencies/ski Us include, for example: 

Call Center customer service representatives who will need to be able to handle more complex 
information (e.g., daily updated hourly energy consumptions instead of monthly billing reads), 
solve more problems directly with customers (e.g., performing an on-demand meter read to 
resolve a billing inquiry instead of referring it to Billing), and answer more complex questions 
(e.g., "which DR rate is better for me?"); 

Meter Technicians who will need to be able to test and configure communication modules, and 
verify adequacy in communication coverage and strength, in addition to testing meters in the 
shop or in the field; and 

Trouble Shooters and Line Crews who will need to be able to recognize possible AMI 
communication equipment attached to the electric power infrastmcture and perform elementary 
inspections and troubleshooting ofthe equipment. 

New job functions/positions that have yet to be well defined may include, for example: 

Field Communications Technicians to maintain communications to the meters and DR 
endpoint devices within customers' homes; 

Customer Installation Coordinator to ensure installation ofthe appropriate AMI 
communication equipment and endpoint devices, and coordinate with electricians that install 
smart thermostats and air conditioners/water heaters to ensure continued success of energy 
efficiency programs; and 

AMI Data Manager to ensure that the necessary AMI data is captured and processed to support 
the needs of other business functions such as Load Research, Dynamic Pricing/Demand 
Response and Distribution Operations to ensure that the enterprise benefits of AMI are achieved. 
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B. Workforce Transition 

The Companies will strive to minimize negative impacts of AMI on its workforce 

through training, natural attrition, reduced overtime, use of temporary employees and 

redeployment of impacted employees. The AMI team is working with the Companies' Customer 

Service, Human Resources and Industrial Relations departments to develop a workforce 

transition plan to manage the transition of employees whose jobs are impacted by AMI. 

C. Training Plan 

The AMI Training Plan will organize the activities and efforts associated with training 

impacted employees in order to help them to: 

• Apply AMI technology and meter data management functions, and adopt and 
embrace the new AMI-enabled work processes; 

• Transition to the new job functions listed above; and 

• Transition to other jobs with other companies. 

The Training Plan will involve identification of target audiences, applicable technologies 

and work processes; individual counseling sessions; timing (schedule and event triggers) of 

training courses/sessions; and training materials and resource requirements, etc. 
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HECQ Powerlines e-Newsletter - AMI Article Excerpt 

I 

A fter a successful technical trial in 
2006 involving 500 smart meteis 

on Oahu, Hawaiian Electric Company, 
Inc. (HECO) expanded thewireless 
smart meter project to 3000 meters in 
the Ocean Pointe and Ewa Beach 
communities this March. Smart meters 
have been dispersed throughout Oahu 
to provide a realistic network environ
ment to further explore the operational 
performance and capabilities of an 
advanced metering network. 

HECO's Customer Installations Depart
ment (CID) is currently working with 
global metering leader, Sensus Metering 
Systems Inc., to deploy, validate, and 
gain operational insight into an ad

vanced metering and communications 
technology called FlexNet. This unique 
technology provides capabilities such as 
automated meter reading, interval data 
collection, voltage monitoring, on-de
mand meter reads, and remote control 
of customer loads. All of these features 
support new pricing and demand 
response initiatives thatwill help our 
customers manage their electricity use 
in nev? ways. 

"One of the outcomes we expect from 
using the Sensus FlexNet system is hav
ing a variety of pricing options to offer 
customers that will enhance energy 
conseivation efforts. We also expect to 
gain additional customer benefits from 
the automated notification and load 
control capabilities of the system," !aid 
Dr. Karl Stahlkopf, HECO Senior Vice 
President of Energy Solutions and Chief 
Technology Officer. 

:'ih 
HECO's meter personnel 
perform a test on "he FbNet meter 

FlexNet is an advanced, two-way 
communications network that uses 
existing paging towers to communicate 
with meters and other smart devices. 
In Hawai'i, there are approximately 
70 existing tower sites on all islands 
available to build out the FlexNet 
communications network. Based on 
successful results of our technical trial, 

continued 
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HECO believes lii^t full scale meter 
deployinem on Oaliu may require less 
tfiar a do?£i] ol llipsc loivt'r silrs. A 
uniq j e feature of the riexNet tech-
niilwgv' Is thf ^hiliTi,' t;i UHL: "buddy'' 
meters to irilprove iietKork tcvtiage 
and (ipilriJ?,e ihe rumhero r Lowers 

Al ilicprc^ffit limp, five lower? lo
cated irt Makakilo, Waikiki, Sail Lake, 
Koko Head, and Kaneolt^, form lhe 
bdSii of HECO's pilot Re>:Net coinmu-
tllniricJiis mitrviirk. 

After being acquired at the tower sites, 
meter ddta is 6ciit electionicdLl)' to 
a remote data storage •"warehouse" 
wfiich serves as an n[|-slle barkiip 
faciiily. Encrypted data is transmit
tal livcT flic Inrcnifc't fmin tUo off-stro 
backup lattlity to HIiCLVs BllltiiK 
system, 

I^ksNet allows electric utilities to 
perform iiitdjrval (i.e. IS-irdniite 
or hotirly! and or-demand reads. 
Intcrvsi rpacis enahlo IIECO lo olfÊ r 
time varsing rate^ su that aistomers 
wfio use kss elettrii'iiy at critical paak 
deniaiid times can reduce tfieii electric 
bill Tl:is capabihty also enables HECO 
to capture consumption data that 
can be used to improvpiiiil.liysyslem 
planning ard system tiperatlans. On-
demand reads simply mean diat our 
aistoiner service representsti"VB can 
read melets and j.>Dwer status In near 
real-linio and provide qnlckcr cnsiom-
et response, lfl lactj ilils can happen 
Willie Our representative IS talking un 
the phone with a cnstonier. 

Beyond reading melets, FlexN-et com-
murlcatfors can provide load control 

capabilities In llie event ol a udhiy 
s^teni emergent-y For i>>!iim|>Ie, HECO 
tCiuld initiate over-tlie-air cortiitiands 
to temporarily shnt off fleirJrlc loads 
and raise air-conditioning tlietmostat 
selitngs tn help reduce elprirldiy de
mand and avert emergency sluailons, 
The on-demand c^onimunEcaiton?. 
feature will also emible HECO W Start 
and stop electric service as well as aleri 
HECO about meter tamperfiig. .A.iid, 
lhe ability lo conmiunlcate witli smatt 
mt'lers will hijlp lo sjKCti tlir p-^ t̂ora-
tion of power after an outage. 

HECO has made significant progress 
over the past- several years in exploring 

and validating advanced meieringand 
commanicfliioos. Advanced Metering 
Ini ras true lure (AMI) technology con
tinues to improve e '̂Eiy day and njany 
utiiities tlirougliout the coitntry are 
moving from the pilot phase Into lull-
scale AMI deployments. HECO's pilot 
AM] prof-?rt elTorU will run Inio 2008, 
and If siitrt^sfulj HEiCO will conskler 
commcrciAi deploymeni ol lhe smarl 
meters to more csistgnieis. 

TCB - TEWIF G t i t w i y QutMaUDn 

RM - R«alDnal MtMom IntFrfacc-
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HECQ Currents Employee Newsletter AMI Excerpt 

C t M r r ^ n i B I s f r u i r H s ^ BBS M B L - C O m n d 

Uti 
At>HI/May 2 0 0 7 Volume 17, Nuwnh^r 3 

Smart meters advance on Oahu 
Wiat is a smart meter? It may not 

tiave sn ailvanced degree in physics, 
but a smart meter can mal(e a world of 
difference to help l-lawaiian Electric 
Company employees across almost 
erery department perfomi their jobs 
more effectively and efficiently, 

VWial if you could tell customers 
exaclly how mucin electridty ttiey are 
using at a given moment and exaclly 
tiow much their 
utility bill will 
be? Or, you 
could tell when 
someone is 
tampering with 
their meler? Or. 
in the event of a 
system 

emergency, you 
could shut off 
electric water 
heaters and 
raise air-
conditioning 
thermostat 
settings to help 
temporarily reduce eledricity demand? 
Wha! If you could do all of this 
remotely? These are just some of (tie 
things a smart meter can do. 

Since 2006, HECO's Customer 
Installations Department has been 
working with global metering leader 
Sensus Metenng Systems Inc. to install 
the FlexNet™ advanced metering 
technology in select homes and 
businesses on Oahu. Afler a successfxjl 
technical trial lasl year involving 500 
smart meters proved that wireless 
technology holds promise for advanced 
metering, HECO expanded It\G smart 
meter project in March 2007 to 3,000 
homes in the Ocean Pointe commJiitv 
and surrounding areas in Ewa Beach-

Since the FlexNet two-way 
communication network relies on 
exisiing paging and cellular radio 
towers lo communicate with meters, 
there were essentially no infrastructure 
changes needed or permits required 
that wouCd hamper the deployment of 
the project and timeline. Even more 
critical, the network coverage reached 
far beyond expectations, demonstrating 

thai Oahu's 
dense urban 
environment, 
mountains and 
deep valleys, 
and hea\/y radio 
frequency 
environment do 
not hinder the 
performance of 
the FlexNet 
system. 

The FlexNel 
meter looks no 

Honeywell Internalional employee Jim Conrad different from a 
install a Sensus FlexNet meter in an Ocean reaular 

residential Pointe neighborhood. 

meter, but where a regular meter simply 
monitors electridty usage, the FlexNet 
meter can pro r̂ide such features as 
reliable hourly and on-demand reads 
that enable offering lime-varying rates 
so customers who use less electridty at 
critical peak demand times can get a 
break on their electric bill. 

"A distinct advantage of a two-way 
communication syst̂ em is being able to 
offer more options and enhanced 
senjices to our customers while also 
providirig mor$ accurate billing." said 
Darren Yamamoto. manager of 
Customer Service. 

Another key component of the 
FlexNet system is the potential for 
integration with other "S" projects within 

contim$ii on page 3 

CURRENTS (Aprimay 2007) page 1 

Smart meters 
torimsitnmpajH 

Hawaiian ilectrlc, namalf ths Customar Wormaliw Systsin 
Outage Uanagamenl Systeni, and Emergency Managerrent 
System projects. Remote icail-csntroi c^abiilties. sen/ice 
tornectsantldiscomeds, asMl l as meter tarrpitrg ale?ts 
are all fealures of tlie sf stem In addition, llis Fla'Met 
Sf^sm'sabiHy lo m m Imn^lata al»ft reports mean^ that h 
llie future, these srtBil meters can provide autorreted outage 
iwnricationto HECO. assistiiw] our Caa Center reptesenta-
li^es In tracking tlie status ot our outage restoration process. 
Ttie Sfstsm wil pinpoint ttia cuslomers affected fif the outaje 
aiEl lh£ failllocation and reE^ratlon pruess, which tull 
irrprcve operations raliabiiit/ anl effidency 

DepiOftiglhe metftsintheO«an F^jii* tomirunily drsw 
i^ijnthere&DurcesotCustonier Service, Energy Services, 
Rpgulatori! Leg i , CorporieComiiTinl cations. Communis 
Relations, SafetyfSecurity and System Operdions as tlie 
process e^ofced. Ttie aipanded pilot pwjsct runsUirougti 
M S , andCsuttesslul, HECOi*illionsderfull-stal«conv 
marciai d^lci'ment otthe smart meters lo more cuslomers, 

cvsmrs mim'^^)pm3 
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Benefit Area 

Meter Reading 

Customer Field 
Operations 

Customer 
Service & Call 
Center 

Billing 

Revenue 
Management 

Distribution 
Operation & 
Outage 
Management 

Enabling of 
Energy 
Efficiency 
Programs 

Facilitation of 
Customer 
Energy 
Management 

Distribution 
Planning & 
Engineering 

Future 
Enabling of 
Customer 
Service 
Enhancements 

A M I Benefits 

AMI Benefits 

- Eliminate manual on and off-cycle meter reading 

- Reduce field trips for metertest and meter investigations, etc. 

- Eliminate field trips for move-in/move-out, disconnect and reconnect of services 

- Improve customer response 

- Reduce billing inquiry call volumes & resolution times 

- Reduce trouble call volume 

- Increase one-call resolutions 

- Improve billing accuracy 

- Reduce number of billing inquiries 

- Improve response to billing inquiries 

- Reduce manual billing, bill estimation, and re-bills 

- Faster detection of meter tampering and energy diversions 

- Faster detection of meter problems such as stuck meters 

- Faster detection of consumption on vacant premises 

- Eliminate field trips for disconnect and reconnect of services 

- Improve customer trouble response 

- Reduce outage duration 

- Verify service restorations 

- Improve outage and reliability reporting accuracy 

- Support Load Research with higher data resolution and flexible sampling 

- Enable demand response programs 

- Enable time of use, critical peak, and other dynamic pricing structures 

- Improve billing accuracy for small DG and cogeneration 

- Enable customer to manage electric power usages 

- Enable customer to limit electric power consumption and energy bill 

- Improve distribution feeder and transformer capacity utilization 

- Improve delivery voltage and power quality 

- Reduce distribution system losses 

- Enable proactive problem resolution 

- Proactive customer communications of outages and high-bill alerts 

- Future enabling of flexible move-in/move-out dates 

- Future enabling of billing dates 
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Accuracy Tests 
Electro-Mechanical and Sensus AMI Meters 

This document is comprised of the following: 

(1) Report dated April 30, 2007 documenting the test ing of 
electro-mechanical and Sensus iCon (AMI) meters 

(2) Report dated November 10, 2008 documenting the test ing of 
the new Sensus iConA (AMI) meters 

l o f 15 
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Accuracy Tests of Electro-Mechanical 
and Sensus iCon (AMI) Meters 

(April 30, 2007) 

S u m m a r y 

A representative sample of approximately 500 residential electro
mechanical (EM) meters between Pearl Harbor and Diamond Head 
were replaced by Sensus solid-state meters. The accuracy ofthe EM 
meter was compared with that of the solid-state meters across the 
range of amperages of residential energy use. The EM meters were 
found to record, on average, 0.4% below the actual test load. The sohd-
state meters were found to record 0.01% above the actual test load. 

Mot iva t i on for t h e S t u d y 

Data provided by Alabama Power indicated that, as shown in Figure 1 
and Figure 2, both new and in-service electro-mechanical meters are 
inaccurate between the ANSI test points of 3 amps and 30 amps. 

Figure 1 
Accuracy of New Mechanical and Electronic Meters, by Amperage 

AMPS 

(Source: Deri Rhodes, Alabama Power, AMR and the Effects on Distribution Assets; 
emailed PowerPoint presentation) 
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Accuracv of New and In-Service Electro-Mechanical Meters 

o 
LU 

<u o 

CL 

AMPS 

(Source: Ibid.J 

Accordingly, in-service electro-mechanical and replacement electronic 
meters were tested at several points between 2 amps and 30 amps, to 
verify the findings from Alabama Power. 

S a m p l e of R e s i d e n t i a l M e t e r s 

An initial testing of 22 EM meters from the field confirmed that these 
meters were most accurate at the ANSI test point of 2 amps and 
progressively less accurate at higher amperages. 

Table 1 
Accuracy of 22 HECO In-Service Electro-Mechanical Meters 

Amperage 
2 
3 
4 
6 
8 
10 
12 
20 
30 

Average 
Percent Error 

-0.134 
-0.250 
-0.384 
-0.385 
-0.406 
-0.432 
-0.531 
-0.478 
-0.784 

Standard 
Deviation 

0.776 
0.516 
0.366 
0.419 
0.387 
0.388 
0.374 
0.350 
0.340 
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The size of the standard deviation of the errors indicated that testing 
500 meters should be sufficient to declare as statistically significant a 
difference of 0.5% between the EM and solid-state meters. A difference 
of 0.5% was chosen as the minimum acceptable precision at the 95% 
level of confidence. 

The first step in drawing the sample of residential meters was to 
determine the distribution of residential meter models in service on all 
of O'ahu and compare it with the distribution of residential meters in 
service in the area from Pearl Harbor to Diamond Head, the Advanced 
Meter Infrastructure (AMI) pilot evaluation area. 

Compared with all residential meters installed on O'ahu, the AMI pilot 
area has proportionately fewer Schlumberger meters and more 
Sangamo, GE and Westinghouse meters. Accordingly the sample was 
divided by meter manufacturer and model into 21 strata; these strata 
accounted for 95% of all residential meters installed on O'ahu. 

Table 2 
Sample Strata 

Residential Meter 
Manufacturer 
Westinghouse 
Schlumberger 

General Electric 
General Electric 

Sangamo 
Sangamo 
Sangamo 
Sangamo 

General Electric 
Westinghouse 

General Electric 
Asea Brown Boveri 

Westinghouse 
Asea Brown Boveri 

Westinghouse 
Schlumberger 
Westinghouse 
Westinghouse 

Asea Brown Boveri 
Landis & Gyr 

Westinghouse 

Model 
D4S 
J5S 

I70S2 
I70S 
J4S 
J5S 
J3S 

S12S 
V612S 

D5S 
1608 

AB1ROMR 
D3S 
ISOI 

D4S5U 
CIS 

D2S5U 
D2S 

ABS5UR 
MSII 
DS 

Populat ion 
N 

37,749 
32,070 
27,698 
26,294 
21,228 
17,161 
13,883 
8,114 
7,984 
7,854 
7,430 
6,901 
6,036 
4,755 
4,468 
4,247 
4,078 
3,671 
3,617 
3,586 
3,065 

Sample 
n 

71 
60 
52 
49 
40 
32 
26 
15 
15 
15 
14 
13 
11 
11 
11 
11 
11 
11 
11 
11 
10 
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The EM meters tested were about two years older than the average for 
all residential meters in service on O'ahu. There were no consistent 
correlations between age of meter and test result. Older meters tested 
lower at 8, 10, 12 and 30 amps, but higher at 1, 1.5 and 2 amps. The 
impacts of a two-year difference in age were negligible, however.* 

The Tes t D a t a 

The test data consisted of 483 Electro-mechanical (EM) residential 
meters formerly installed from Pearl Harbor to Diamond Head and 
322 Sensus solid-state meters replacing the EM meters. Meters were 
tested at thirteen amperages: 0.5, 1.0, 1.5, 2.0, 2.5, 3, 4, 6, 8, 10, 12, 20, 
30; not all meters were tested at all points. 

As testing progressed it became clear that the variance in the Sensus 
meter tests was not as large as had been anticipated, and therefore 
fewer Sensus test results would be needed to achieve the required 
precision of ±0.5%. Accordingly, not all the replacement Sensus meters 
were tested; instead, resources were shifted to testing at low loads (<2 
amps). 

D a t a Ana lys i s 

The test results were first examined for obvious data entry errors; six 
[0.1%)] were found and corrected among the EM test results. None were 
found among the Sensus meter test results. 

Because the observed range of EM meter errors is quite small and 
extreme values would unduly influence the estimate ofthe average 
error, readings that were clearly outliers were identified and set aside. 
At each test amperage, all the results for EM meters were sorted from 
largest to smallest. The rule for declaring a test result an "outlier" was 
an incremental difference of more than 1.0% in a sorted dataset. 

An age difference of two years corresponded to a test result 0.010% lower at 8, 10 and 12 amps; 0.006% 
lower at 30 amps; 0.065% higher at 1 amp; 0.042% higher at 1.5 amps; and, 0.027% higher at 2 amps. 
Weighted by the load duration at each amperage, the net effect of being two years older was +0.031% 
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For example, the highest results for the EM tests at 4 amps were 

...,100.9, 100.9, 100.9, 101.0, 101.0, 101.2, 102.7 104.9, 105.2, 105.9, 148.7 

The break between 101.2 and 102.7 was identified as the point where 
the outliers began. This process was repeated for each test point. 

Initially, 88 EM test results from 27 meters were identified as outliers.* 
After review ofthe draft results, a retest for these 27 meters was 
ordered, but only 19 could be located. Upon retesting, 72 EM outliers 
[1.4%)] remained. 

No outliers were found among the Sensus meter test results. 

The test readings were averaged by amperage, and weighted by the 
amperage's relative frequency across the residential load. 
The relative frequency that residential customers' loads are at each test 
amperage was estimated from the hourly data obtained from the 70 
residential customers in the 2003 HECO Class Load Study. 

Table 3 
Relative Frequency of HECO Residential Account Demand in 2003 

Amperage 
0.5 
1.0 
1.5 
2.0 
2.5 
3.0 
4.0 
6.0 
8.0 
10.0 
12.0 
20.0 
30.0 

TOTAL 

Demand 
(kW) 
0.12 
0.24 
0.36 
0.48 
0.60 
0.72 
0.96 
1.44 
1.92 
2.40 
2.88 
4.80 
7.20 

Relative 
Frequency 

8.9% 
13.9% 
14.0% 
9.4% 
7.9% 
9.3% 
11.4% 
8.9% 
5.5% 
3.5% 
4.6% 
2.4% 
0.5% 

100.0% 

Five of the 483 EM meters (~1%) had all of their tests set aside; these five accounted for half of the 
outliers. They averaged 38 years old, compared to 25 years old for all installed residential meters. 
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Weigh t ed Tes t R e s u l t s 

The results are summarized in Tables 4a and 4b, above. Table 4a 
contains all the tests; Table 4b omits the 72 EM test outliers. 

A total of 5,040 EM tests averaged 99.54% of the nominal test load. A 
total of 4,590 Sensus tests averaged 100.01% of the nominal test load. 
The EM meters tested significantly lower than the Sensus meters at all 
loads except 2.0 amps and 3.0 amps. 

When outliers were omitted, a total of 4,968 EM tests averaged 99.59% 
ofthe nominal test load. Minus outliers, the EM meters tested 
significantly lower than the Sensus meters at all loads except 30.0 
amps. The greatest discrepancies occurred at the most frequent loads. 

D i s t r i b u t i o n o f t h e Tes t Resu l t s 

Figure 3 shows the distribution of the EM and Sensus test results, and 
the relative frequency among residential loads of each test amperage. 

Figure 3 
Average Accuracy of In-Service Electro-Mechanical Meters 

Replacement Sensus Meters 
and 

100.2 

98.2 

1 111 «l 
I EM Average 

] Sensus Average 

"Relative Frequency ofthe Amperage 

25% 
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0% 
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Conc lus ion 

The differences between the EM and Sensus test results are 
statistically significant. The EM meters averaged 0.41% lower than the 
actual test loads; the Sensus meters averaged 0.01%) higher. The 
results can be reliably considered to apply to all residential meters 
installed on O'ahu. 
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Accuracy Tests of Sensus iConA (AMI) Meters 
(November 10, 2008) 

S u m m a r y 

The newest generation Sensus single phase meter is the iConA. HECO 
performed 13-point hypersequence accuracy testing on 90 of the first 
1,440 meters received. This is the same test performed in the 
'Accuracy Test of Electro-Mechanical and Solid-State Meters" 
document. The April 30, 2007 result ofthis document are compared to 
the iConA in the body of this document. 

Mot iva t i on for t h e S t u d y 

"Accuracy Test of Electro-Mechanical and Solid-State Meters" 
documents the statistical different between electro-mechanical and the 
first generation Sensus iCon meter. The iConA meters were tested 
determine if the accuracy of the* iConA is significantly different from 
the iCon meters. 

Samp le of iConA M e t e r s 

HECO purchased and received 1,440 (15 pallets) iConA meters in the 
month of September 2008. Initially, four boxes (16 meters) were 
randomly selected from the first two pallets (96 meters). After 
reviewing the results it was determined that there were no significant 
issues. A minimum of one box was tested from each of the remaining 
pallets. In all 90 meters were hypersequence tested, or 6.25%) or the 
1,440 meter shipment. All 1,440 meters were tested at light load, full 
load, and 0.5 power factor. 

All meters in this test were form 2S class 200 iConA meters, 
manufactured in the month of August 2008. 
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T h e Tes t D a t a 

Meters were tested by HECO at thirteen amperages: 0.5, 1.0, 1.5, 2.0, 
2.5, 3, 4, 6, 8, 10, 12, 20, 30. These were the same amperage load as 
tested in the "Accuracy Test of Electro-Mechanical and Solid-State 
Meters" document. 

During the test, two meters were found to have results out of 0.4% 
accuracy. Both ofthese meters registered 97.7% accuracy at one ofthe 
13 amperage tests. Both meters were subsequently retested several 
times and this level of discrepancy was not reproduced. After 
consultation with Sensus it was deemed that these errors were 
attributed to short settling times on HECO's meter test board. 
Southern Company has also witnessed similar issues. 

These two erroneous test results were discarded. Both meters were 
retested several times. Variances between the repeated tests were less 
than 0.05% at any amperage except 0.5A. The variance at 0.5A was 
0.06% and 0.10% for the two meters, supporting the fact of variance 
due to the short settling time. The repeated test results for each of 
these two meters were averaged and reflected in the data analysis. 

The settling time has been adjusted on the HECO test boards 
subsequent to the findings of this test. 

D a t a Ana lys i s 

There were no "outliers" in the data, as described in the previous test 
report. The maximum deviation at any amperage was 0.68% at the 
0.5A. This, however, could be attributed to the settling time issue. All 
other test amperages varied no more than 0.38% 

The meter accuracy of all 90 meters were averaged for each of the 13 
amperage loads and subsequently used for iConA meter comparison. 

The average of all meters at any amperage was no less than 0.01%. and 
more than 0.03% below the actual test load. 

12 of 15 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 208 OF 324 

EXHIBIT 16 
PAGE 13 OF 15 

Rev: Nov 10,2008 

Individual accuracy measured at all amperages was no less than 
99.62% and no more than 100.30%). This was again at the first test 
load of 0.5A. The remaining data varied no more than 0.38% at any 
amperage. 

Figure 1 
IConA Test Results: Average, Minimum, and Maximum Results 

100.40 

100.30 

100.20 -

G* 100.10 ra 

O 100.00 :: 
< 

99.60 

iConA 13-pt Hypersequence Statistics 

•average 

• minimum 

• maximum 

/ ^ p s 

13 of 15 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 209 OF 324 

EXHIBIT 16 
PAGE 14 OF 15 

CO o o 
Ol 

> 
o 

z 
ai 

^ 
tf) 

+ J 

3 
tf) 
O 
Q^ 
-•-• 
tfj 

1 -
^ 
o 
^ 
LU 
tf) 
3 
tf) 
C 
0) 

(TS 

(TS 
O 

c 
(U 
JC 
u 
o 
s 
s 

+ J 

o 0 
LU 
— 
< 

c 
o 
+* 
(0 
3 
CL 
O 

Q-

(TS 
4 - 1 

c 0 
•a 

<n 
<f> 
VC 
o 

^ 

c 
•a 
(TS 
o 

—1 
0 
O) 
2 
a 
E 
< 
(1) 
r + J 

*^ 
o 
> t 

o 
(1) 
-J 
cr 
E 

U-
0) 
> 

•«- • 
(0 

o Q: 
>. 

^ 

(TS X V 

> 
(Q 
C 
o 
o 

Dl 
> 
(\I 

LiJ 

O 
cr 
2 ! 

> ^ 

(0 

< 

< 
o 
y 

< 
o 
y 

< 
0 

y 

(A 

E 

0 

> 
(U 

•a 

X 
(\i 
E 

c 
E 

> 
(U 

(U 
D) 

2 
& 
E 
< 

CM 
O 

CD 
O 

CO 

cn 

<X) 

q 

LO 
CD 
CM 

d> 

o 
CO 

o 

CN 
CD 

cri 
cn 

Gi 
cn 
c:i 
cn 

o 
i n 
CD 

CM 
O 

CD 
O 

cn 
CO 

cri 
cn 

O 
cn 
CO 

cn 

ci 

CD 
CN 
CO 

o 
d) 

CD 

CD 

o 

CO 

d i 
cn 

CO 

cn 
cri 
cn 

o q 

CN 

o 
cS 
o 

CO 
IT) 

cri 
cn 

CO 

cn 
CO 

^ 
^ 
d 

5-
o 
d 

CN 

d 
o 

CD 

cri 
cn 

cn 
cri 
cn 

o 

o 
CD 

o 

CD 
cri 
cn 

CD 
CO 

cri 

CO 
CO 

CD 

CO 
CD 
O 

CD 

IT) 

CD 
O 

CO 
CO 

cri 
cn 

cn 
cri 
cn 

o 
o 
csj 

CN 

o 
CD 

o 

CD 
cri 
cn 

CO 
h-̂  

CO 
CO 

CD 

CO 
O 
CD 
O 

CD 

lO 

CD 
O 

CO 
CO 

cri 
Oi 

CO 

cn 
cri 
cn 

o 

csj 

cn 
cn 
cri 
cn 

o 

cri 
cn 

cn 
CN 

cri 

CO 
CN 

CD 

CD 
LO 
CD 
o 
CD 

^ 
CD 
O 

CO 

d 
cn 

CO 

cn 
cri 
cn 

o 
o 
CO 

cn 
cn 
cri 
cn 

cri 
cn 

CO 

^ 

CO 
CN 

CD 

O 
O 
CD 
O 

CD 

O 

CD 
O 

CN 
CO 

cri 
cn 

cn 
cri 
cn 

o 
o 
^ 

cn 
cn 
d 
cn 

CO 

cri 
cn 

O 
cn 
CO 

o 
CN 

CD 

CO 

lo 
o 
CD 

-
CD 
O 

CD 
CO 

cri 
cn 

cn 
cri 
cn 

o 
o 
l o 

o 
o 
CD 

o 

03 

cri 
cn 

IO 

IO 

cn 

CD 

o 
CN 
CD 

o 
CD 

O 

CD 
O 

ro 
cri 
Gi 

cn 
cri 
cn 

o 
o 
CD 

o 
o 
CD 

o 

CO 
cri 
cn 

IO 
LO 

CO 

h-

d 

CD 
IO 
IO 

o 
CD 

-
CD 
O 

CO 

d 
Gi 

cn 
cri 
cn 

o 
o 
CD 

o 
o 
CD 

o 

CN 
CO 

cri 
cn 

CO 
l O 

^ 

CD 

CD 

CO 
CD 
l O 
O 

CD 

cn 
O 

CD 
O 

O 
CO 

cri 
Gi 

cn 
cri 
cn 

o 
o 
csj 

o 
o 
CD 

o 

CN 

cn 
cri 
cn 

CO 

csi 

CD 
o 
CD 

CN 
LO 
O 

CD 

CO 
O 

CD 
O 

CO 
CO 

d 
Gi 

CO 

cn 
cri 
cn 

o 
o 
CD 
CN 

O 
CD 
O 

CN 
O 

CD 
O 

io 
CD 

l O 
O 

CD 

LO 
l O 
O 

CD 

O 
CD 
O 

CD 

d 
Gi 

CO 

cn 
cri 
cn 

o 
o 
CD 
CO 

o 
d 
o 

oi 

O 
O 
CD 
O 

O) 
CO 

o 

oo 
cn 
oi 
O) 

D) 
> 

03 

C l 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 210 OF 324 

EXHIBIT 16 
PAGE 15 OF 15 

Rev: Nov 10, 2008 

W e i g h t e d Tes t Resu l t s 

The resulting weighted average delta between EM and the iConA was 
-0.39, compared to the iCon at -0.41. 

As with the iCon meters the greatest discrepancies between the iConA 
and EM occurred at loads of 4A and below, accounting for 75% of the 
most frequent loads. 

Conc lus ion 

The differences between the iConA and iCon test results are 
insignificant compared to the differences between the EM and iCon test 
result. The EM meter averaged 0.41%) lower than the actual test loads 
and the iConA meter averaged 0.02% below. 

15 of 15 
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EPRI Study 

SDG&E 

SCE 

Duke Power 

Dominion 

Low Estimate 

High Estimate 

Average 

ENERGY THEFT ESTIMATES 

Estimated 
Revenue Lost 
from Energy 

Theft 

1.0% 

0.30% 

0.25% 

0.50% 

NA 

% of Losses Recoverable 
with AMI 

Min 

20% 

NA 

NA 

NA 

NA 

Max 

30% 

NA 

NA 

NA 

NA 

Midpoint 

25% 

8.5% 

25% 

25% 

NA 

Midpoint 

%of 
Revenues 

Recoverable 
with AMI 

0.25% 

0.03% 

0.06% 

0.13% 

0.10% 

0.03% 

0.25% 

0.11% 

0.14% 
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PROJECT COSTS AND QUANTIFIABLE BENEFITS 

The following tables provide breakdown of costs and quantifiable benefits ofthe AMI Project as 
discussed in Section X. 

Table 1 - AMI Implementation Costs (in SOOOs) 

IMPLEMENTATION 
COSTS (in SOOOs) 

HECO 

MECO 

HELCO 

TOTAL 

Proj Mgmt 

Meters 
MDMS 
Network 

Total 

Proj Mgmt 
Meters 
MDMS 
Network 

Total 

Proj Mgmt 
Meters 
MDMS 
Network 

Total 

Pro) Mgmt 
Meters 
MDMS 
Network 

Total 

2010 

855 
-

5.424 
54 

6,333 

292 
-

1,201 
12 

1,505 

292 
-

1.417 
14 

1,723 

1.439 
-

8.042 
80 

9,561 

2011 

881 

14,979 
4.247 

84 
20,191 

301 
-

940 
3 

1,244 

288 
-

1,110 
4 

1,402 

1,470 
14,979 
6,297 

91 
22,837 

2012 

909 

15,236 
1,208 

67 
17,420 

345 
-

268 
3 

616 

320 
-

316 
4 

640 

1,574 
15,236 

1,792 
74 

18,676 

2013 

928 

15,502 
153 
67 

16,650 

600 
-

34 
3 

637 

279 
-

40 
4 

323 

1,807 
15,502 

227 
74 

17,610 

2014 

-
-
-

16 
16 

811 
11,736 

-

71 
12,618 

535 
-
-
4 

539 

1,346 
11,736 

-

91 
13,173 

2015 

-
-
-

16 
16 

-
-
-
-

-
549 

15.411 
-

105 
16,065 

549 
15,411 

-

121 
16,081 

TOTAL 

3,573 
45,717 
11,032 

304 
60,626 

2,349 
11,736 
2,443 

92 
16,620 

2,263 
15,411 
2,883 

135 
20,692 

8,185 
72,864 
16,358 

531 
97,938 
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Table 2 - AMI Operating Costs (in SOOOs) 

OPERATING COSTS 
(in $000s) 

HECO 

MECO 

HELCO 

TOTAL 

Proj Mgmt 
Meters 
MDMS 
Netwoik 

Total 

Pro] Mgmt 
Meters 
MDMS 
Network 

Total 

Pro] Mgmt 
Meters 
MDMS 
Network 

Total 

Proj Mgmt 
Meters 
MDMS 
Netwoik 

Total 

2010 
-
-

244 
-

244 
-
-

54 
-

54 
-
-

64 
-

64 
-
-

362 
-

362 

2011 
-

15 
400 
266 
681 

-
-

89 
-

89 
-
-

104 
-

104 
-

15 
593 
266 
874 

2012 
-

95 
407 
549 

1,051 
-
-

90 
-

90 
-
-

106 
-

106 
-

95 
603 
549 

1,247 

2013 
-

226 
380 
852 

1,458 
-
-

84 
-

84 
-
-

99 
-

99 
-

226 
563 
852 

1,641 

2014 

934 
660 
388 
885 

2,867 
-

25 
86 

198 
309 

-
-

101 
-

101 

934 
685 
575 

1,083 
3,277 

2015 

954 
718 
746 
918 

3,336 

538 
262 
165 
210 

1,175 
-

35 
195 
284 
514 

1,492 
1,015 
1,106 
1,412 
5,025 

TOTAL 

1,888 

1,714 
2,565 
3,470 
9,637 

538 
287 
568 
408 

1,801 
-

35 
669 
284 
988 

2,426 
2,036 
3,802 
4,162 

12,426 

Table 3 - All AMI Project Costs (in SOOOs) 

ALL COSTS-
IMPLEMENTATION & 
OPERATING (in SOOOs) 

HECO 

MECO 

HELCO 

TOTAL 

Proj Mgmt 
Meters 
MDMS 
Network 

Total 

Pro] Mgmt 
Meters 
MDMS 
Network 

Total 

Proj Mgmt 
Meters 
MDMS 
Netwoik 

Total 

Pro) Mgmt 
Meters 

MDMS 
Netwoik 

Total 

2010 

855 
-

5,668 
54 

6,577 

292 
-

1,255 
12 

1,559 

292 
-

1,481 
14 

1,787 

1,439 
-

8,404 
80 

9,923 

2011 

881 
14,994 
4,647 

350 
20,872 

301 
-

1,029 
3 

1333 

288 
-

1,214 
4 

1,506 

1,470 
14,994 

6,890 
357 

23,711 

2012 

909 
15,331 

1,615 
616 

18,471 

345 
-

358 
3 

706 

320 
-

422 
4 

746 

1,574 
15,331 

2,395 
623 

19,923 

2013 

928 
15,728 

533 
919 

18,108 

600 
-

118 
3 

721 

279 
-

139 
4 

422 

1,807 
15,728 

790 
926 

19,251 

2014 

934 
660 
388 
901 

2,883 

811 
11.761 

86 
269 

12,927 

535 
-

101 
4 

640 

2,280 
12,421 

575 
1,174 

16,450 

2015 

954 
718 
746 
934 

3,352 

538 
262 
165 
210 

1,175 

549 
15,446 

195 
389 

16,579 

2,041 
16,426 

1,106 
1,533 

21,106 

TOTAL 

5.461 
47,431 
13,597 
3,774 

70,263 

2,887 
12,023 
3,011 

500 
18,421 

2,263 
15,446 
3,552 

419 
21,680 
10,611 
74,900 
20,160 

4,693 
110,364 
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Table 4 - AMI Project Management Costs (in SOOOs) 

PROJECT MANAGEMENT 
(in SOOOs) 2010 2011 2012 2013 2014 2015 TOTAL 

Project MaiiageineDt j 

Internal Labor 
Expense 

All Other 
Expense 

HECO 
MECO 
HELCO 

Total 

HECO 
MECO 

HELCO 
Total 

855 
52 
35 

942 

240 
257 
497 

881 
54 
23 

958 

247 
265 
512 

909 
91 
47 

1,047 

254 
273 
527 

928 
341 

1,269 

259 
279 
538 

934 
555 
260 

1,749 

256 
275 
531 

954 
276 
268 

1,498 

262 
281 
543 

5,461 
1,369 

633 
7,463 

1,518 
1,630 

3,148 

1 

TOTAL 

HECO 
MECO 

HELCO 
Total 

855 
292 

292 
1,439 

881 
301 

288 
1,470 

909 
345 

320 
1,574 

928 
600 

279 
1,807 

934 
811 

535 
2,280 

954 
538 

549 
2,041 

5,461 
2,887 

2,263 
10,611 

Table 5 - AMI Project Meter Costs (in SOOOs) 

METERS 
( in SOOOs) 2010 2011 2012 2013 2014 2015 TOTAL 

\ M 1 Meter Material Cost | 

Capital 

HECO 
MECO 

HELCO 
Total 

10,225 

10,225 

10,303 

10,303 

10,384 

10,384 

241 
7,605 

7,846 

243 
122 

9,626 
9,991 

31,396 
7,727 

9,626 
48,749 

AMI Meter Installation | 

Capital 

HECO 

MECO 
HELCO 

Total 

2,379 

2,379 

2,468 

2,468 

2,560 

2,560 

75 

2,418 

2,493 

77 

51 
3,158 
3,286 

7,559 
2,469 

3,158 
13,186 

Damaged AMI Meter Replacement Material | 

Capital 

HECO 
MECO 
HELCO 

Total 

49 

49 

148 

148 

248 

248 

299 

37 

336 

744 

37 

781 

Damaged AMI Meter Replacement Installation I 

Capital 

HECO 
MECO 
HELCO 

Total 

15 

15 

46 

46 

78 

78 

96 
25 

121 

99 
52 

35 
186 

334 
77 
35 

446 

Replacing Damaged Meter Sockets | 

Expense 

HECO 
MECO 

HELCO 
Total 

2,375 

2,375 

2,465 

2,465 

2,558 

2,558 

1,713 

1,713 
2,627 
2,627 

7,398 
1,713 

2,627 
11,738 

1 

TOTAL 

HECO 

MECO 
HELCO 

Total 

14,994 

14,994 

15,331 

15,331 

15,728 

15,728 

660 
11,761 

12,421 

718 
262 

15,446 
16,426 

47,431 
12,023 
15,446 
74,900 
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AMI NETWORK 
(in SOOOs) 2010 2011 2012 2013 2014 2015 TOTAL 

FNP/FRP Material & Installation | 

C apital 

HECO 
MECO 
HELCO 

Total -

68 

68 

51 

51 

51 

51 

68 

68 
101 
101 

170 
68 

101 
339 

Sensus FlexNet Network Lease 

Expense 

HECO 
MECO 
HELCO 

Total -

266 

266 

549 

549 

852 

852 

8 85 
198 

1,083 

918 
207 
284 

1,409 

3,470 
405 
284 

4,159 
Sensus Additional Options 

Expense 

HECO 
MECO 
HELCO 

Total 

54 
12 
14 
80 

!6 
3 
4 

23 

16 
3 
4 

23 

!6 
3 
4 

23 

16 
3 
4 

23 

16 
3 
4 

23 

134 
27 
34 

195 

TOTAL 

HECO 
MECO 
HELCO 

Total 

54 
12 
14 
80 

350 
3 
4 

357 

616 
3 
4 

623 

919 
3 
4 

926 

901 
269 

4 
1,174 

934 
210 
389 

1,533 

3,774 
500 
419 

4,693 
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MDMS ( in SOOOs ) 2010 2011 2012 2013 2014 2015 TOTAL 

MDMS Hardware and Operating System (including AFUDC) 

Capital 

HECO 

MECO 
HELCO 

Total 

417 

93 
110 
620 

265 

59 
70 

394 

-

-
-

-

-

-
-

-

-

-
-

-

344 

76 
90 

510 

1,026 

228 
270 

1,524 

Phase I - Basic CIS and R M Integration (including AFUDC) 

Deferred 

HECO 
MECO 

HELCO 
Total 

4,252 
940 

1,110 
6,302 

-
-

-

-

-
-

-

-

-
-

-

-

-
-

-

-

-
-

-

-

4,252 
940 

1,110 

6,302 

Phase 11 -Additional Integration Tasks (including AFUDC) 

Deferred 

HECO 

MECO 
HELCO 

Total 

-
-
-

-

3,276 
724 

855 
4,855 

-
-
-

-

-
-
-

-

-
-
-

-

-
-
-

-

3,276 
724 

855 
4,855 

Phase iU - Additional Customization (including AFUDC) 

Deferred 

HECO 

MECO 
HELCO 

Total 

-
-
-

-

-
-
-

-

904 

201 
236 

1,341 

-
-
-

-

-
-
-

-

-
-
-

-

904 

201 
236 

1,341 

MDMS Software License Fee 

Deferred 

HECO 

MECO 
HELCO 

Total 

215 

48 
56 

319 

167 

37 
44 

248 

167 

37 
44 

248 

153 

34 
40 

227 

-
-

-

-

-
-

-

-

702 

156 
184 

1,042 

Training, Process & Change Management 

Expense 

HECO 

MECO 
HELCO 

Total 

540 
120 

141 
801 

539 
120 

141 
800 

137 
30 

36 
203 

-
-

-

-

-
-

-

-

-
-

-

-

1,216 
270 
318 

1,804 

Support and Maintenance 

Expense 

HECO 
MECO 

HELCO 
Total 

244 
54 

64 

362 

400 
89 

104 

593 

407 
90 

106 

603 

380 
84 

99 

563 

388 
86 

101 

575 

402 
89 

105 

596 

2,221 
492 

579 
3,292 

TOTAL 

Capital 

Deferred 
Expense 

Total 

620 

6,621 
1,163 
8,404 

394 

5,103 
1,393 
6,890 

-

1,589 
806 

2,395 

-

227 
563 
790 

-

-

575 
575 

510 
-

596 
1,106 

1,524 

13,540 
5,096 

20,160 
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Table 8 - AMI MDMS Costs by Accounting Stages (in 000s) 

MDMS (in SOOOs) | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | TOTAL 
STAGE 1 - Prcliminatry Project Stage 

Expense 

STAGE 2 - A p 

Deferred 
(including 
AFUDC) 

Expense 

HLCO 
MECO 
HELCO 

Tola! 

All Stage 1 MDMS costs are expensed within the 2009 Budget Year 

l l l l II [ilication Development Stage | 
HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 

Total 

4,467 
988 

1,166 
6,621 

540 
120 
141 
SOI 

7,422 

3,443 
761 
899 

5,103 
539 
120 
141 
800 

5,903 

1,071 
238 
280 

1,589 
137 
30 
36 

203 

1,792 

153 
34 
40 

227 

-
227 

-

-
-

-

-
. 

9,134 
2,021 
2385 

13,540 
1,216 

270 
318 

1,804 

15,344 
STAGE 3 - Post Implementation/Operation Stage | 

Expense 

HECO 
MECO 
HELCO 

Total 

244 
54 
64 

362 

400 
89 

104 
593 

407 
90 

106 
603 

380 
84 
99 

563 

388 
86 

101 
575 

402 
89 

105 
596 

2,221 
492 
579 

3,292 

1 
Capital 

(including 
AFUDC) 

HECO 
MECO 
HELCO 

Total 

417 
93 

110 
620 

265 
59 
70 

394 - - -

344 
76 
90 

510 

1,026 
228 
270 

1,524 

1 
TOTAL 

HECO 
MECO 
HELCO 

Total 

5,668 
1,255 
1,481 
8,404 

4,647 
1,029 
1,214 
6,890 

1,615 
358 
422 

2,395 

533 
118 
139 
790 

388 
86 

101 
575 

746 
165 
195 

1,106 

13,597 
3,011 
3,552 

20,160 
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CAPITAL COSTS 
(in SOOOs ) 2010 2011 2012 2013 2014 2015 TOTAL 

Meters 

AMI Meter 
Material Cost 

AMI Meter 
Installation 

Damaged AMI 
Meter 

Replacement 
Material Cost 
Damaged AMI 

Meter 
Replacement 
Installation 

MDMS Develo 
MDMS 

Hardware & 
Oper. System 

(ind. AFUDC) 

HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 

10,225 

10,225 
2,379 

2,379 

15 

15 

10,303 

10,303 
2,468 

2,468 
49 

49 
46 

46 

10,384 

10,384 
2,560 

2,560 
148 

148 
78 

78 

241 
7,605 

7,846 
75 

2,418 

2,493 
248 

248 
96 
25 

121 

243 
122 

9,626 
9,991 

77 
51 

3,158 
3,286 

299 
37 

336 
99 
52 
35 

186 

31,396 
7,727 
9,626 

48,749 
7,559 
2,469 
3,158 

13,186 
744 
37 

781 
334 

77 
35 

446 
pment & Implementation 

HECO 
MECO 
HELCO 

Total 

417 
93 

110 
620 

265 
59 
70 

394 

344 
76 
90 

510 

1,026 
228 
270 

1,524 
AMI Communications Network 

FNP/FRP 
Material & 
Installation 

HECO 
MECO 
HELCO 

Total 

68 

68 

51 

51 

51 

51 

68 

68 
101 
101 

170 
68 

101 
339 

TOTAL 
CAPITAL 

HECO 
MECO 
HELCO 

Total 

417 
93 

110 
620 

12,952 
59 
70 

13,081 

12,917 

12,917 

13,221 

13,221 

660 
10,116 

10,776 

1,062 
338 

13,010 
14,410 

41,229 
10,606 
13,190 
65,025 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 220 OF 324 

EXHIBIT 19 
PAGE 8 OF 10 

Table 10 - AMI Deferred Costs (in SOOOs) 

BEFEkkEb COSTS 
(in SOOOs) 2010 2011 2012 2013 2014 2015 TOTAL 

MDMS Development & Implementation 
MDMS 

Application 
SW License 

Fees 

Phase 1 
MDMSSW 

(ind. AFUDC) 

Phase 2 
MDMSSW 

(ind. AFUDC) 

Phase 3 
MDMSSW 

(ind. AFUDC) 

HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 

215 
48 
56 

319 
4,252 

940 
1,110 
6,302 

-

-

167 
37 
44 

248 

-
3,276 

724 
855 

4,855 

-

167 
37 
44 

248 

-

-
904 
201 
236 

1,341 

153 
34 
40 

227 

-

-

-

-

-

-

-

-

-

-

-

702 
156 
184 

1,042 
4,252 

940 
1,110 
6,302 
3,276 

724 
855 

4,855 
904 
201 
236 

1341 

TOTAL 
DEFERRED 

HECO 
MECO 
HELCO 

Total 

4,467 
988 

1,166 
6,621 

3,443 
761 
899 

5,103 

1,071 
238 
280 

1,589 

153 
34 
40 

227 - -

9,134 
2,021 
2,385 

13,540 
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EXPENSE COSTS 
(in SOOOsI 2010 2011 2012 2013 2014 2015 TOTAL 

Project Management 

Project 
Management 

HECO 
MECO 
HELCO 

Total 

855 
292 
292 

1,439 

881 
301 
288 

1,470 

909 
345 
320 

1,574 

928 
600 
279 

1,807 

934 
811 
535 

2,280 

954 
538 
549 

2,041 

5,461 
2,887 
2,263 

10,611 
Meters 

Replacing 
Damaged 

Meter Sockets 

HECO 
MECO 
HELCO 

Total -

2,375 

2,375 

2,465 

2,465 

2,558 

2,558 

1,713 

1,713 
2,627 
2,627 

7398 
1,713 
2,627 

11,738 
MDMS De\elopment & Implementation 

Training, 
Process & 
Change 

Management 

Support & 
Maintenance 

HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 

540 
120 
141 
801 
244 
54 
64 

362 

539 
120 
141 
800 
400 

89 
104 
593 

137 
30 
36 

203 
407 

90 
106 
603 

-
380 
84 
99 

563 

-
388 
86 

101 
575 

-
402 

89 
105 
596 

1,216 
270 
318 

1,804 
2,221 

492 
579 

3,292 
AMI Communications Network 

Sensus 
FlexNet 
Network 

Sensus 
Additional 

Options 

HECO 
MECO 
HELCO 

Total 
HECO 
MECO 
HELCO 

Total 

-
54 
12 
14 
80 

266 

266 
16 
3 
4 

23 

549 

549 
16 
3 
4 

23 

852 

852 
16 
3 
4 

23 

885 
198 

1,083 
16 
3 
4 

23 

918 
207 
284 

1,409 
16 
3 
4 

23 

3,470 
405 
284 

4,159 
134 
27 
34 

195 

1 
TOTAL 

EXPENSED 

HECO 
MECO 
HELCO 

Total 

1,693 
478 
511 

2,682 

4,477 
513 
537 

5,527 

4,483 
468 
466 

5,417 

4,734 
687 
382 

5,803 

2,223 
2,811 

640 
5,674 

2,290 
837 

3,569 
6,696 

19,900 
5,794 
6,105 

31,799 
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QUANTIFIABLE BENEFITS 
( in SOOOs) 

Meter Reading Savings 

Field Services Savings 

Energy Theft Recovery 

Meter Accuracy Gains 

IIECO 

MECO 
HELCO 

Total 

flECO 
MECO 
HELCO 

Total 

HECO 
MECO 
HELCO 

Total 

HECO 
MECO 
HELCO 

Total 

2010 

-

-

-

-

2011 

-
157 

157 

290 

290 

262 

262 

2012 

1,123 

1,123 

322 

322 

886 

886 

803 

803 

2013 

2,385 

2,385 

496 

496 

1,487 

1,487 

1,347 

1,347 

2014 

3,238 

3,238 

1,022 
171 

1,193 

1,799 
224 

2,023 

233 

233 

2015 

3,354 
875 

4,229 

1,053 
352 
325 

1,730 

1,817 
454 
260 

2,531 

475 
304 
779 

TOTAL 

10,100 
875 

-
10,975 

3,050 
523 
325 

3,898 

6,279 
678 
260 

7,217 

2,412 
708 
304 

3,424 

TOTAL QUANTIFLVBLE 

BENEFITS 

HECO 
MECO 
HELCO 

Total -

709 

709 

3,134 

3,134 

5,715 

5,715 

6,059 
628 

6,687 

6,224 
2,156 

889 
9,269 

15,576 
2,784 

889 
25,514 
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REIP Program 

In their Final Statement of Position ("FSOP") filed in the renewable portfolio standards 

("RPS") docket, Docket No. 2007-0008 on October 12, 2007, the Companies discussed the need 

to facilitate and accelerate the development of Hawaii's abundant renewable resources in order 

to further our State's goal of energy independence while addressing a compelling global mandate 

to reduce greenhouse gas emissions. The Companies further explained that one ofthe greatest 

challenges to the development of renewable energy in Hawaii, as well as in the nation, is the lack 

of infrastructure to support renewable energy resources.' As a result, Hawaii's RPS law 

explicitly points to factors impacting utility system reliability and stability, such as the impact of 

electricity generated from renewable energy resources. 

On October 12,2007, the HECO Companies, Kauai Island Utility Cooperative, the 

Consumer Advocate and Hawaii Renewable Energy Alliance (collectively, the "Stipulating 

Parties") also filed a Stipulation and Joint RPS Framework ("Stipulated Framework"), which 

included among other things, the HECO Companies' proposed Renewable Energy Infrastructure 

Program ("REI Program") to encourage the development of renewable energy infrastructure 

projects that encourage renewable choices and/or otherwise enhance renewable energy choices 

for customers. 

' RPS FSOP at 6. In July of 2006, a report was issued in Washington, D.C. entitled Siting Renewable Energy 
Facilities. One of its principal conclusions was that one ofthe greatest challenges to the development of 
renewable energy nationwide is the lack of infrastructure to support it. Id̂  

^ See RPS Preliminary Statement of Position at 31; RPS FSOP at 23-24. Under HRS § 269-95, the studies to be 
conducted by December 31, 2007, must include findings and recommendations regarding the "capability of 
Hawaii's electric utility companies to achieve renewable portfolio standards in a cost-effective manner, and shall 
assess factors such as the impact on consumer rates, utility system reliability and stability, costs and availability of 
appropriate renewable energy resources and technologies, permitting approvals, impacts on the economy, culture, 
community, environment, land and water, demographics, and other factors deemed appropriate by the commission 
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In connection with the REI Program, the Stipulating Parties proposed a temporary REI 

Program Surcharge ("REIP Surcharge") to facilitate the recovery of renewable energy 

infrastructure project costs (including AMI Project costs) on a more timely basis than is afforded 

by the traditional rate case process.^ See RPS FSOP at 7-9.̂ ^ (The Companies ' RPS FSOP 

contains a detailed discussion of legislative and other support for the REI Program and REIP 

Surcharge, which discussion is incorporated by reference herein. See RPS FSOP at 32-42.) On 

December 20, 2007, the Commission issued Order No. 23913, which initiated a separate docket. 

Docket No. 2007-0416, to examine the HECO Companies ' proposed REI Program and REIP 

Surcharge.^ 

The Commission held public hearings on May 5, 2008 in Honolulu, May 7, 2008 in Hilo, 

May 8, 2008 in Kona, May 12, 2008 in Kaunakakai, May 14, 2008 in Kahului, and May 15, 

2008 in Lanai City, thereby providing full public notice of and opportunity to provide input on 

the Companies ' proposed REI Program. At these public hearings, members ofthe public 

provided testimony to the Commission on matters related to the REI Program, as well as other 

matters. 

See also HECO T-1, Docket No. 2008-0083, wherein HECO pointed out that the retums that HECO has actually 
eamed have been much lower than those used to establish rates in its recent rate cases because: (1) although 
interim rate orders in HECO's most recent rate cases have been issued within the time frames set by law, the lag 
between the start ofthe test year and the interim rate relief has not allowed HECO the opportunity to actually eam 
the allowed return in the test year; (2) kilowatt hour sales were lower than forecast in the rate cases, resulting in 
insufficient revenue dollars and deteriorated retums; and (3) costs are increasing substantially faster than the 
revenues received to pay for those costs. 
See also Mark Newton Lowry, PhD, Altemative Regulation for Infrastructure Cost Recovery, Pacific Economics 
Group, January 9, 2007 (detailing the kinds of barriers created by traditional cost of service regulation; explaining 
that major plant additions, particularly generation and transmission investments, can involve sizable rate increases 
and a substantial risk of hindsight prudence disallowances and stranded costs, resulting in a marked increase in 
operating risk unlikely to be matched by a higher rate ofreturn; and concluding that utilities, commissions and 
consumers have a shared interest in pursuing alternative forms of regulation in order to help the electric power 
industry ensure high levels of reliability, service quality and economic efficiency in a era of turbulent business 
conditions and mounting investment needs). 
The REI Program proposal includes a proposed consolidation incentive mechanism that would allow the HECO 
Companies to recover certain costs for renewable projects built on the islands of Hawaii and Maui from Oahu 
ratepayers. However, the HECO Companies are not seeking through this Application to shift the costs ofthe AMI 
Project interisland. 
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Statements of position were filed by HREA and LOL dated July 28, 2008, and by the 

Consumer Advocate dated July 29, 2008. In its statement of position, the Consumer Advocate 

recommended approval ofthe REI Program and REIP Surcharge mechanism. HREA also 

supported the REI Program and REIP Surcharge mechanism. LOL, "[ajfter thoughtful review . . 

. d[id] not oppose this mechanism" either. Subsequently, by letters dated August 12, 2008, the 

HECO Companies and the Consumer Advocate informed that Commission that they would not 

be submitting information requests on the other Parties' statements of position. 

On September 17, 2008, the HECO Companies filed their Reply Position Statement 

("Reply") in the REIP docket, and attached their Proposed REI Program Framework thereto as 

Exhibit B. By letter dated October 22, 2008 the Companies informed the Commission that the 

parties to the REIP docket, among other things: (1) have reached an agreement on all ofthe 

issues in the REIP docket; (2) agree that it is appropriate that the Commission approve the 

HECO Companies' proposed REI Program and related REIP Surcharge, as provided in Exhibit B 

to the HECO Companies' Reply; (3) agree that the record in the REIP docket is complete; and 

(4) waived an evidentiary hearing with respect to the REIP docket. 

Accordingly, in this AMI Project Application, the Companies are seeking authorization 

from the Commission to defer AMI Project costs and recover such costs through the proposed 

REIP Surcharge, as pursuant to the respectfully requested REI Program proposed in Docket 

2007-0416, or in the altemative, through a specifically dedicated AMI Surcharge. 
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EXHIBIT 21 - Rate Impact of AMI 

Hawaiian Electric Company, Inc. 

Rev Requirement ($000) 
Sales Forecast (GWH) 
AMI Surcharge {0/kWh): 

2010 
6,198 

7,464.5 

0.0830 

2011 
11,125 
7,505.8 
0.1482 

2012 
12,299 
7,608.4 
0.1617 

2013 
7,906 

7,727.1 
0.1023 

2014 
5,988 

7,850.0 
0.0763 

2015 
5,141 

7,974.9 
0.0645 

Sales Forecast: 
Yrs 2010 - 2013: Forecast Division based on September 2008 Forecast. 
Yrs 2014 - 2015: Forecast Division based on escalated growth rate from August 2007 LT Forecast. 

Hawaii Electric Light Company, Inc. 

2010 
2,471 

1,161.4 
0.2128 

2011 
2,750 

1,184.4 
0.2322 

2012 
2,641 

1,210.8 
0.2181 

2013 
2,468 

1,240.8 
0.1989 

2014 
2,300 

1,264.6 
0.1819 

2015 
4,476 

1,282.7 
0.3490 

Rev Requirement ($000) 
Sales Forecast (GWH) 
AMI Rate Impact (0/kWh): 

Sales Forecast: 
Yrs 2010 - 2013: Forecast Division based on September 2008 Forecast 
Yrs 2014 - 2015: Generation Planning extrapolated forecast 

Maui Electric Company, Ltd. (Maui Division) 

Rev Requirement ($000) 
Sales Forecast (GWH) 
AMI Rate Impact (0/kWh): 

Sales Forecast: 
Yrs 2010 - 2015: Forecast Division based on September 2008 Forecast. 

Source: 
Revenue Requirement: Finanical Analysis Division 
Total project revenue requirement less imputed debt and rebalancing costs and internal labor. 

2010 
1,842 

1,200.5 
0.1534 

2011 
2,033 

1,236.2 
0.1645 

2012 
1,994 

1,276.8 
0.1562 

2013 
1,882 

1,297.4 
0.1451 

2014 
3,422 

1,323.4 
0.2586 

2015 

1,199 
1,352.0 
0.0887 

Exh 21 Rate Impact for AMI.xls:HECO HELCO MECO 
Pricing Div: cm 
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Revenue Requirement Calculation 

The purpose ofthis exhibit is to present a narrative description ofthe revenue 

requirement calculation and the significant assumptions used. The revenue requirements are 

summarized on page 7 for HECO, MECO and HELCO for the years 2010 through 2015. The 

exhibits illustrate the net incremental revenue requirement ofthe AMI Project calculated for each 

ofthe three Companies. As previously described, the proposed AMI Surcharge is to allow for 

recovery ofthe net revenue requirement impact ofthe major AMI components and the offsetting 

incremental benefits. The revenue requirement ofthe capital investment, deferred costs and 

expenses ofthe major AMI components was calculated along with the revenue requirement of 

the offsetting incremental benefits. The aggregate ofthese two calculated revenue requirements 

represent the net incremental revenue requirement. The assumptions supporting the summaries 

are described below and also provided on page 8. 

Revenue Requirement 

A simplified definition ofa revenue requirement is that it is a calculated value which 

represents the estimated revenues needed from ratepayers which would allow the Company to 

recover its capital investment and expenses, honor its debt obligations, pay its revenue and 

income tax liabilities and pay its preferred shareholders while providing a fair return to its 

common shareholders for their investment. Generally, the structure and major components 

included in the revenue requirement calculation and model are consistent and similar, in many 

respects, from project to project and across all Companies as the calculation needs to capture the 

impact from the above listed items. However, each calculation and model is modified for each 

project to specifically capture any factors or assumptions related to that particular project (e.g. 

renewable tax credits for a renewable energy project). 
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The following describe in more detail the individual components contained within the 

revenue requirement calculation for the AMI Project. 

1. General Assumptions Generally, certain simplifying assumptions are made in all 

revenue requirement calculations. While an attempt is made to accurately model the 

revenue requirement calculation to match the project, it is not always possible to 

accurately capture the realities surrounding any particular project. The revenue 

requirement calculation is based on the most recently available project estimates and 

assumptions. 

Revenue requirement calculations are generally modeled to provide annual 

revenue requirements over the estimated service life ofthe project or capital investment 

and utilize the annual average rate base. Use of an average rate base, which is the 

average ofthe beginning of year and ending of year balance, is consistent with the 

methodology employed in rate cases and generally used in most revenue requirement 

calculations. The use of an annual average rate base helps account for variations in the 

timing of events happening within a year and helps simplify the mechanics ofthe 

calculation. 

2. Accounting, Tax and Ratemaking Treatment The revenue requirements calculation 

will generally model the expected accounting, tax and ratemaking treatment expected for 

the project or capital investment. This is based on the current tax and accounting rules 

and the expected ratemaking treatment determined for the project or capital investment at 

that time. The revenue requirement calculation for the AMI Project incorporates the 

proposed accounting and ratemaking treatment as described in Section XI ofthe 

Application. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 229 OF 324 

EXHIBIT 22 
PAGE 3 OF 8 

3. Capital Structure and Financing Costs The capital structure used in the AMI Project 

revenue requirement calculation assumes financing of 3 % short-term debt, 36% revenue 

bond financing, 7% preferred stock and the remaining 54% common stock. The costs to 

finance are assumed as 6% for short-term debt, 6.5% for revenue bond financing, 8% for 

preferred stock and 12% for common stock. This results in a weighted average cost of 

capital of 9.56% and an after-tax weighted average cost of capital of 8.58%. The 

Companies generally utilize this capital structure for long-term planning purposes. It is 

based on the Companies forecast ofthe incremental capital costs on average over 10+ 

years. 

4. Income Taxes The Companies assumed a federal tax rate of 35% (32.89% effective) 

and a state tax rate of 6.4% (6.02% effective). The total effective tax rate assumed is 

38.91%. 

5. Revenue Taxes The Companies are subject to the following revenue taxes: 1) Public 

Service Company Tax of 5.885%; 2) Franchise Tax of 0.5%; and 3) Public Utility Fee of 

2.5%. This results in a composite revenue tax rate of 8.885%. 

6. Capital Investment and Return on Investment The capital investments in the AMI 

Project are assumed to be placed in rate base in the year they are deemed "used or 

useful". The timing and amounts of capital investment are shown in Section X ofthe 

Application. The retum on investment is based on the average net capital investment in 

rate base and the assumed capital stmcture and costs of financing as previously discussed. 

7. Book Depreciation and Tax Depreciation Depreciation allows for the retum ofthe 

capital investment in rate base. Depreciation begins in the year after the capital 

investment is assumed to be placed in service. This is consistent with the current 
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methodology followed by the Companies for book accounting purposes. For the revenue 

requirement calculation book depreciation is calculated on a straight-line basis based on 

the capital investment and the estimated service life ofthe capital investment. The 

estimated service life assumed in the revenue requirement calculation may differ from the 

actual book depreciation rates used. For the AMI Project, the revenue requirement 

calculation is performed for each ofthe three Companies. As each Company has their 

own book depreciation rates based on their own depreciation studies, the estimated 

service life assumptions may differ between Companies. In order to simplify the 

assumptions used and to allow for comparability between the calculations for each ofthe 

three Companies, the estimated service life assumptions were kept consistent in the 

calculations between the Companies. 

Tax Depreciation - For tax purposes depreciation begins in the year the capital 

investment is assumed to be placed in service. This is consistent with the current tax 

treatment of capital investments. For the AMI Project revenue requirement calculation, 

the Companies assumed a 10-year accelerated recovery period and 150-percent declining 

balance method which were approved in The Emergency Economic Stabilization Act of 

2008. Tax depreciation is calculated based on the capital investment and the tax 

depreciation rates applicable to that particular capital investment. Accelerated tax 

depreciation is available for capital investments that are not financed with tax exempt 

revenue bonds. Capital investments financed with tax exempt revenue bonds are subject 

to straight line tax depreciation. The revenue requirement model adjusts the tax 

depreciation calculation to take into account the proposed capital stmcture and any 

assumed tax exempt revenue bond financing. 
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9. Accelerated Recovery of Capital Investment For certain AMI Project capital 

components it is assumed the recovery of the investment in these components is 

"accelerated" over a shorter time period than those capital components would normally 

be depreciated for book accounting purposes. For purposes ofthe revenue requirement 

calculation the accelerated recovery is calculated on a straight line basis based on the 

capital investment and the proposed accelerated recovery period. This accelerated 

recovery results in the recording ofa regulatory liability to be included as a deduction in 

rate base. The accelerated recovery and proposed ratemaking treatment is further 

discussed in Section XI ofthe Application. 

10. Project Expenses Project expenses are recognized and recorded in the year they're 

incurred. This is consistent with the current methodology followed by the Companies for 

book accounting purposes. The timing and amounts of project expenses are shown in 

Section X ofthe Application. 

11. Deferred Software Development Costs and Amortization As described in Section XI 

ofthe Application, the Companies request that software development costs be allowed to 

be deferred and amortized over a 12 year period. Deferred software development costs 

are assumed to be placed in rate base upon going into service with amortization 

beginning the following month. As the revenue requirements are calculated on an annual 

basis, the Companies made a simplifying assumption that the software will go into 

service at the end of a year, with amortization beginning the following year. The timing 

and amounts of deferred software development costs are shown in Section X ofthe 

Application. 
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12. Deferred Income Taxes A deferred tax asset or liability represents the increase or 

decrease in taxes payable or refundable in future years as a result of temporary 

differences in the current year. In the revenue requirement calculation the primary 

temporary difference which drives the deferred taxes is the difference in the book and tax 

treatment of depreciation and the difference in the book and tax treatment ofthe State 

Investment Tax Credit. In each year the differences in the annual book depreciation and 

tax depreciation are determined and the effective income tax rate is applied to determine 

the deferred income tax. 

13. State Investment Tax Credit A 4% State Investment Tax Credit is available for 

capital investments. For book accounting purposes, this credit is deferred with future 

recognition based on straight line annual amortization ofthe deferred balance at the book 

depreciation rate of the capital investment. In effect, the recognition ofthe credit is 

deferred in order to match the use ofthe capital investment which is based on the straight 

line book depreciation. For tax purposes, this credit is taken in the year in which the 

capital investment is made and the utility asset is placed in service. This results in a 

temporary difference and a related deferred income tax asset. 
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AMI 
Revenue Requirements Model 
Assumpt ions 

Manual input 

Cost of Capital Assumptions 
Short Term Debt 
Long Term Debt (Revenue Bonds) 
Long Term Debt (Taxable Debt) 
Preferred Stock 
Common Stock 

Tax Assumptions 
Federal Income Tax Rate 
State Income Tax Rate 

35.00% 
6.40% 

100.00% 

Effective 
32.89% 

6.02% 
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After-Tax 

Weiaht 
3.00% 

36.00% 
0.00% 
7.00% 

54.00% 

Rate 
6.00% 
6.50% 
0.00% 
8.00% 

12.00% 

Weighted 
Averaae 

0.18% 
2.34% 
0.00% 
0.56% 
6.48% 

Weighted 
Averaae 

0.11% 
1.43% 
0.00% 
0.56% 
6.48% 

9.56% 8.579% 

38.91% 

State Investment Tax Credit (ITC) 

Public Service Company Tax 
PUC Fee 
Franchise Tax 
Composite Revenue Tax Rate 

4.00% 

5.885% 
0.500% 
2.500% 
8.885% 1.09751 

12/1/2008 
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NEED FOR TIMELY COST RECOVERY 

Further support for using the REIP Surcharge and other timely cost recovery mechanisms is 

described below. 

a. HCEI Agreement 

As discussed above, AMI is a critically component ofa number of important aspects of 

the Hawaii Clean Energy Initiative. As a result, the HCEI Agreement specifically provides that 

the AMI "meters and associated costs will be paid for through the [Clean Energy Initiative 

Surcharge], until such costs are embedded and recovered in the utilities' base rates in future rate 

cases." HCEI Agreement at 24. 

b. Timely Cost Recovery Mechanisms in Other Jurisdictions 

Other state govemments likewise have recognized the value of timely cost recovery as an 

incentive for the furtherance of renewable energy, and also for AMI. For example. Section 13(3) 

ofthe Oregon Renewable Energy Act ("SB 838") encourages the development of renewable 

energy infrastructure by directing the Public Utility Commission ofthe State of Oregon 

("OPUC") to "establish an automatic adjustment clause . . . or another method that allows timely 

recovery of costs prudently incurred by an electric company to constmct or otherwise acquire 

facilities that generate electricity from renewable energy sources or for associated electricity 

transmission." Pursuant to SB 838, the OPUC adopted a stipulation on December 19, 2007, in 

which the OPUC Staff, Citizen's Utility Board ("CUB") and Industrial Customers of Northwest 

^ Emphasis added. SB 838 was signed into law on June 6,2007, in part, to "provide a comprehensive renewable 
energy policy for Oregon, enabling industry, govemment and all Oregonians to accelerate the transition to a more 
reliable and more affordable energy system . .. ." As used in SB 838, '""automatic adjustment clause' means a 
provision of a rate schedule that provides for rate increases or decreases, or both, without prior hearing, reflecting 
increases or decreases or both in costs incurred, taxes paid to units of govemment or revenues earned by a utility 
and that is subject to review by the commission at least once every two years." OR. REV. STAT. § 757.210; sec SB 
838 §13(3). 
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Utilities ("ICNU") approved "Renewable Adjustment Clause" ("RAC") tariffs for Portland 

General Electric ("PGE") and PacifiCorp.^ 

In the more specific context of advanced metering, the OPUC recently approved PGE's 

AMI tariff application on May 5, 2008. See Re Portland General Electric Company's Request to 

Add Schedule 111. Advanced Metering Infrastructure (AMI), UE 189, Order No. 08-245 (May 

5, 2008) ("Order 08-245").^ In Order 08-245, the OPUC found that "the investment in AMI 

technology would be cost effective, even if it were simply a matter of substituting the new 

meters for the old (including the early retirement ofthe UE 115 meters)." Id. at 9. The OPUC 

further found that: 

^ See OPUC Order No. 07-572, entered December 19, 2007 in UM 1330 ("Order 07-572"). As modified and 
adopted by the OPUC, the stipulation provides for the utilities' annual filing of "RAC schedules" for proposed 
charges relating to renewable resources, while preserving the right of other parties to review the proposed charges 
and challenge the pmdence ofthe costs. Paragraph 6.b ofthe stipulation provides that: 

the RAC schedules will recover the actual and forecasted revenue requirement associated with 
prudently incurred costs of resources (including associated transmission) that are: (1) eligible 
under SB 838; (2) in service as ofthe date ofthe proposed change; and (3) approved by the 
Commission. The revenue requirement includes; 

n The retum of and on capital costs ofthe renewable energy source and 
associated transmission; 

n Forecasted operation and maintenance costs; 
n Forecasted property taxes; 
n Forecasted energy tax credits; and 
n Other forecasted costs and cost offsets authorized by SB 838 and not 

captured in the Utility's annual power cost update. 
Order 07-572 at 3. 
"' In approving PGE's AMI tariff, the OPUC adopted the settlement and stipulation entered into by PGE, staff of the 

OPUC ("Staff), the Oregon Department of Energy ("ODOE") (PGE, Staff and ODOE are collectively referred to 
in Order 08-245 as the "Joint Parties"), the Community Action Partnership of Oregon, and Northwest Natural Gas 
Company imposing certain AMI conditions on PGE. See Order 08-245 at 1, 10. The AMI conditions generally 
pertain to operational implementation plans, customer and system-related benefits, demand response, distribution 
asset utilization, avoided service transformer failures, proper transformer sizing, delayed feeder conductor work, 
outage management, regulatory filings, coordination with Northwest Natural Gas Company in PGE's joint meter 
reading area, and issues related to the Community Action Partnership of Oregon and Oregon Energy 
Coordinators. See id. at 2; see also Proposed AMI Conditions (November 2007) attached to Order 08-245 as 
Appendix A. 
CUB opposed adoption ofthe stipulation, however, arguing that "PGE's AMI Project is not based on a mature 
technology." More specifically, Order 08-245 notes CUB's concem "that PGE's AMI technology will not have 
the functionality to directly control load - 'one ofthe more exciting opportunities that advanced meters could 
provide." Id̂  at 5. In response to CUB's contention, the Joint Parties noted that it is highly likely that new 
features will be available in the future, but, if PGE were to wait for new technology, the AMI project might never 
be undertaken. See id. at 7. 
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The technology may be used dynamically to generate much more substantial 
benefits through rate design and load control applications and other system and 
operational benefits. These benefits could not be realized without the deployment 
ofthe devices. To the extent that these measures likewise are cost effective, their 
realization likely would make the first stage economic, even if it were not cost 
effective by itself 

Id. 

With respect to the need for timely recovery of AMI-related costs, PGE's AMI 

implementation schedule (including meter purchase and installation contracts), has been 

designed to recover AMI costs associated with (1) the deployment of new metering equipment 

only after the meters have been installed; (2) accelerated depreciation of existing metering 

equipment prior to the retirement of such equipment; and (3) O&M savings as the savings are 

being achieved. In particular, PGE's implementation schedule collects from customers the 

revenue requirement impacts of: (1) accelerated depreciation over the two and a half year period 

between July 1, 2007 and December 31, 2009 ofthe PGE's replaced meters; and (2) PGE's 

installed AMI facilities less O&M cost savings. 

Under PGE's AMI tariff, new meters, "which comprise over 80 percent ofthe 

investment, will 'immediately close to plant' when received by PGE." In addition, "The 

recovery ofthe new system incorporates a six-month lag in recovery of new AMI costs, with rate 

Under its AMI tariff, PGE's total AMI revenue requirement of $12.9 million is allocated into three components; 
(1) recovery ofthe costs ofnew equipment ($12.5M); (2) accelerated depreciation of existing meters ($4.5M); and 
(3) offsetting O&M savings ($4.1M). See id. at 3. 
Under Schedule 111, accelerated depreciation of old meters occurs faster than the rate of replacement. This is 
accomplished by applying most ofthe accelerated depreciation ofthe old system at the front end ofthe tariff 
This also allows the revenue requirement to be levelized over the deployment period because cost recovery ofthe 
new system primarily occurs at the back end due to the averaging of a lagged rate base. See Order 08-245 at 4; 
Testimony submitted in UE 189/Joint/lOO Schwartz - Owings - Tooman at 10-11. In support ofthis approach, 
the Joint Parties pointed out that the accelerated depreciation of old meters would be consistent with prior OPUC 
orders. See Order 08-245 at 4. 
See Advice No. 07-08, Advanced Metering Infrastmcture (AMI), filed by PGE with the OPUC on March 7, 2007. 
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base adjusted monthly during the deployment period." With respect to this approach, the OPUC 

observed that, "Without either the tariff or annual rate cases, PGE would receive no recovery on 

the new system during deployment." Order 08-245 at 3. 

Similar efforts are underway in Delaware, where Delmarva Power and Light Company 

("DP&L") has proposed mechanisms for timely cost recovery as part of its Comprehensive 

Demand-Side Management, Advanced Metering and Energy Efficiency Plan entitled, "Blueprint 

for the Future"^ ("Blueprint"). Like PGE's AMI tariff, DP&L's Blueprint contains an "AMI 

Adjustment Mechanism" for the timely recovery between rate cases of capital costs associated 

with AMI. DP&L's AMI Adjustment Mechanism would be set annually on the basis of total 

project expenditures during the previous 12-month period. In addition, Delmarva has proposed 

a timely AMI capital expenditure recovery period of 15 years, reflecting the expected life ofthe 

new equipment and the accelerated obsolescence rate ofnew technology.' 

As noted above, in Order 679, FERC identified accelerated depreciation as a viable 

mechanism to encourage investment in transmission infrastmcture because it provides improved 

cash flow and better positions public utilities for longer-term transmission investments. 

Accordingly, FERC has stated that it will consider, on a case-by-case basis, depreciable lives of 

less than 15 years because shorter depreciable lives may be appropriate in certain cases, such as 

advanced technologies for which the useful life is not necessarily known. See id., paras. 135-54. 

^ Through 2010, the AMI will be part of PGE's rate base. After 2010, PGE will file a general rate case at the 
Commission's request that will capture the operating benefits on behalf of customers, if PGE is not already 
engaged in such a proceeding. See id. at 4. 

^ See Blueprint, filed February 6, 2007 in Docket No. 07-28 before the Public Service Commission ofthe State of 
Delaware. 

^ DP&L proposed to net any utility cost savings resulting from AMI deployment from the cost recovery sought each 
year. See Blueprint at 12. 

'** Similar to the utility's other investments, DP&L proposed an amortization period identical to expected equipment 
life. See id. 
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Indeed, Congress has considered depreciable lives for AMI assets that are substantially 

shorter than 15 years. For example, the Clean Renewable Energy and Conservation Tax Act, 

H.R. 2776, 110th Cong. (2007) seeks to amend the Internal Revenue Code of 1986 to provide tax 

incentives for the production of renewable energy and energy conservation. Section 1546 ofthe 

Act provides for a seven-year applicable recovery period for depreciation of "qualified energy 

management devices," including "any time-based meter which is capable of being used by the 

tax-payer as part of a system" that (1) "measures and records electricity usage data on a time-

differentiated basis in at least 24 separate time segments per day"; (2) "provides for the exchange 

of information between supplier or provider and the customer's energy management device in 

support of time-based rates or other forms of demand response"; and (3) "provides data to such 

supplier or provider such that the supplier or provider can provide energy usage information to 

customers electronically". In other words, the seven-year depreciable life set forth in Section 

1546 would apply to advanced meters. 

With respect to DP&L's existing meters, DP&L's Blueprint proposes (in line with 

NARUC's Resolution on accelerated depreciation) "that the cost of retiring all existing meters 

and fully amortizing those costs be recovered through [an] AMI Adjustment Mechanism on an 

accelerated basis, not to exceed three to five years."'' Under this proposal, interest on 

unrecovered capital costs would accrue at the utility's approved rate ofreturn. As explained by 

DP&L, the AMI Adjustment Mechanism will serve to avoid delays in the recovery of significant 

capital costs that could otherwise have an adverse impact on the utility's cost of capital. See id. 

'̂  Blueprint at 13. The Blueprint adds; 
The amount of AMI Adjustment Mechanism would vary by customer class, reflecting any AMI or 
smart thermostat cost differences. If the Commission approves the AMI Adjustment Mechanism, 
the monthly bill impact on customers after full AMI deployment is estimated to be $6.00 for each 
electric and gas customer. These costs will be offset by energy cost reductions, utility cost 
reductions and service quality improvements. Id 
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The accelerated recovery of AMI-related costs is also being considered in New York, 

where Consolidated Edison Company of New York, Inc. ("Con Edison") and Orange and 

Rockland Utilities, Inc. ("Orange & Rockland") recently submitted their Plan for Development 

and Deployment of Advanced Electric and Gas Metering Infrastmcture ("AMI Plan") at the 

direction ofthe State of New York Public Service Commission ("NYPSC"). Covering a service 

territory of approximately 3.6 million meters, the AMI Plan is conditioned in part upon the 

utilities being given "a reasonable opportunity to recover all capital costs associated with the 

AMI and all incremental [O&M] expenses incurred in the implementation and operation ofthe 

A M I . . . . " ' ^ 

Con Edison and Orange & Rockland have proposed to begin recovery of all AMI-related 

costs contemporaneously with the initiation and implementation of their AMI pre-deployment 

demonstration projects. Specifically, the New York utilities have proposed to recover AMI-

related costs from customers through annually reset surcharges until such time as the costs are 

placed in base rates. In support ofthis cost recovery mechanism, the AMI Plan explains that: 

Because rates may be developed based on load information from the pre-
deployment demonstration projects and other load research, the Companies 
should be permitted to recover lost electric and gas delivery revenues associated 
with customer participation in pilot rate programs that encourage reduction in 
customer usage. In addition, the Companies should be made revenue neutral for 
lost revenues during any transitional rate period. 

AMI Plan at 43. 

c. FERC Order No. 679 

^̂  The AMI Plan was submitted on March 28, 2007 in NYPSC Case 94-E-0952 - In the Matter of Competitive 
Opportunities Regarding Electric Service, and Case OO-E-0165 - In the Matter of Competitive Metering. 

^̂  AMI Plan at 1. 
'̂̂  The "AMI-related costs" identified by Con Edison and Orange & Rockland include "the pre-deployment 

demonstration projects, to the extent not addressed in utility rate case orders . .. and all incremental O&M 
expenses incurred directly or indirectly in the implementation and operation ofthe AMI net of operational savings 
not yet accounted for in base rates." Id̂  

'̂  Id̂  The AMI Plan proposed that each utility would "make an annual filing for carrying charges and expenses not 
already recovered through base rates and reconciling the prior year's over- or under-collection." Id 
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As explained in the RPS docket, FERC amended its regulations in Order No. 679 to 

establish incentive-based (including performance-based) rate treatments for the transmission of 

electric energy in interstate commerce.'^ Pursuant to Order 679, FERC mles now permit various 

incentives for transmission investment including: (1) incentive-based Return on Equity; (2) full 

recovery of Construction Work in Progress and commercial expenses; (3) hypothetical capital 

stmcture; (4) accelerated depreciation; (5) full recovery of costs of abandoned facilities; (6) 

deferred cost recovery; and (7) single-issue ratemaking. 

In addition, FERC noted that fmancing difficulties are a major cause ofthe nation's 

"abundant" transmission deficiencies. Those difficulties are substantially similar to the 

difficulties associated with AMI implementation. For example, a United States Department of 

Energy ("U.S. DOE") Study cited in Order 679 concluded that "[t]he Risk/Reward equation 

clearly does not work for investors" in the transmission infrastructure context as a result of (1) 

limited profit potential from a regulated investment; and (2) significant perceived investment risk 

associated with high up front capital costs, long and complicated regulatory processes, a large 

number of potential intervenors, the re-opening of entire cost-of-service rates, and long at-risk 

time between investments and returns.'^ 

d. NARUC^s AMI Resolution 

In line with the EISA directive, the National Association of Regulatory Utility 

Commissions' ("NARUC") Committee on Energy Resources and Environment has observed that 

^̂  See Final Rule Promoting Transmission Investment through Pricing Reform, Order No. 679 issued July 20, 2006 
in Docket No. RM06-4-000 (18 C.F.R. Part 35), as amended by Order No. 679-A, issued December 22, 2006 in 
Docket No. RM06-4-001, and Order No. 679-B, issued April 19, 2007 in Docket No. RM06-4-002 ("Order 679" 
or the "Order"). 

'̂  See Barriers to Transmission Investment. Presentation of Brendan Kirby, (U.S. Dept. of Energy, Oak Ridge Nat'l 
Lab.) April 22, 2005 Technical Conference, Transmission Independence and Investment, Docket No. AD05-5-000 
(cited in Order 679, para. 10 n.8) ("DOE Study"). As a result, Order 679's refornB have been tailored to promote 
investments in transmission facilities by; (1) permitting higher ROEs for certain transmission investments; (2) 
reducing the risks ofnew investments; and (3) affecting the timing of recovery ofnew transmission investments. 
See Order 679, paras. 29, 48. 
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"[t]he deployment of cost-effective AMI technology may require the removal and disposition of 

existing meters that are not fully depreciated and may require replacement of, or significant 

modification to, existing meter reading, communications, and customer billing and information 

infrastmcture," and that "regulated utilities may be discouraged from pursuing demand response 

opportunities by the prospect of diminished sales and revenues." In connection with these 

observations, NARUC has resolved that regulatory commissions seeking to facilitate deployment 

of cost-effective AMI technologies should consider the following regulatory options: 

• pursue an AMI business case analysis, in conjunction with each regulated 
utility, in order to identify an optimal, cost-effective strategy for deployment 
of AMI that takes into account both tangible and intangible benefits; 

• adopt ratemaking policies that provide utilities with appropriate incentives for 
reliance upon demand-side resources; 

• provide for timely cost recovery of prudently incurred AMI expenditures, 
including accelerated recovery of investment in existing metering 
infrastructure, in order to provide cash flow to help finance new AMI 
deployment; and, 

• provide depreciation lives for AMI that take into account the speed and nature 
of change in metering technology [.] 

e. Additional Support 

Consistent with FERC's conclusions, a recent monograph on alternate regulation 

prepared for the Edison Electric Institute by the Pacific Economics Group has identified 

accelerated cost recovery as a useful vehicle for reducing utility investment risk, stating that: 

This approach improves cash flow during construction and places fewer dollars at 
risk in future years, when government policies and other business conditions may 
have changed. Several well-established mechanisms are available to accelerate 
cost recovery. These include the expensing of pre-certification costs, accelerated 

'̂  NARUC Resolution to Remove Regulatory Barriers To the Broad Implementation of Advanced Metering 
Infrastructure, adopted February 21, 2007 ("NARUC Resolution") (emphasis added). The NARUC Resolution 
further resolved that; (1) "the Federal tax code with regard to depreciable lives for AMI investments should be 
amended to reflect the speed and nature of change in metering technology;" and (2) "NARUC supports movement 
toward an appropriate level of open architecture and interoperability of AMI to enable cost-effective investments, 
avoid obsolescence, and increase innovations in technology products." Id 
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depreciation, the inclusion of costs of constmction work in progress ("CWIP") in 
rate base, and formula rates.' 

The use of altemative mechanisms to facilitate timely cost recovery has been encouraged at both 

national and state levels. As discussed above, EISA § 1307 amended PURPA § 111(d) by, 

among other things, directing states to consider "authorizing any electric utility . . . to recover in 

a timely manner the remaining book-value costs of any equipment rendered obsolete by the 

deployment ofthe qualified smart grid system, based on the remaining depreciable life ofthe 

obsolete equipment"^" while EESA created a reduced depreciation period for Smart Meters and 

Smart Grid assets which allows taxpayers to recover the cost of smart electric meters and smart 

electric gmd ststens iver a 10-year period while providing a positive exception for property that 

already qualifies for a recovery period shorter than 10 years. 

'̂  Mark Newton Lowry, PhD, Altemative Regulation for Infrastructure Cost Recovery. Pacific Economics Group, 
January 9, 2007 at 30. 

"̂ Energy Independence Security Act § 1307(a), Pub. L. No. 110-140, H.R. 6 (2007). 
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ACCOUNTING AND RATEMAKING TREATMENT 

The following exhibit details the accounting and proposed ratemaking treatment for each AMI 

incremental cost and incremental benefit described in Section XI ofthe Application. 

A. INCREMENTAL AMI COST 

1. New AMI Meters 

New AMI meters are planned for installation at HECO beginning in 2011, at MECO 

beginning in 2014 and at HELCO beginning in 2015. 

For book accounting purposes, the Companies will capitalize the installed costs ofthe new 

AMI meters upon installation and include the meters as utility assets. The Companies will 

depreciate the new AMI meters over the current Commission approved depreciation rates for meters, 

beginning January 1 ofthe following year the meters are placed into service. 

For ratemaking purposes and for purposes of calculating the revenue requirements for 

inclusion in the REIP or AMI Surcharge (jointly referred to as the AMI Surcharge in this exhibit), 

the Companies propose to include the new AMI meters as utility assets in rate base and to recover 

the investment over a period of seven years from installation. This represents an accelerated 

recovery ofthe Companies' investment in these new AMI meters. 

As previously discussed above, accelerated cost recovery mechanisms have been recognized 

by Congress, FERC, the U.S. DOE, NARUC, the Pacific Economics Group, state legislatures and 

regulatory commissions, and numerous mainland utilities, as a useful method for encouraging the 

development of technologies involving high up-front costs, such as AMI. The vast majority ofthe 

costs associated with the Companies' AMI project relate to the replacement ofthe Companies' 

existing meters with AMI meters, and almost all of those costs will be incurred at or near the outset 

ofthe AMI Project. Instead of carrying and recovering this investment over a longer term, to the 
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possible detriment ofthe Companies' credit quality, the Companies propose to recover the 

investment in the meter costs by accelerating recovery through the AMI Surcharge. An accelerated 

cost recovery mechanism could reduce investors' perception of risk, which may help maintain the 

Companies' current cost of capital and mitigate a potential degradation in credit quality. 

The Companies propose to recover the capital costs associated with the purchase and 

installation ofthe AMI meters by recovering the cost of those meters over a seven-year period from 

the time of installation, and collecting the associated incremental revenue requirement through the 

AMI Surcharge in a manner similar to the "adjustment clause" approaches taken by PGE and DP&L, 

and also under New York's AMI Plan. 

The Companies' AMI Project involves new and advanced technology with capabilities that 

have grown rapidly in recent years. The dynainic nature ofthis technology serves to justify the 

accelerated recovery ofthe Companies' AMI-related capital costs. FERC noted in Order 679 that 

shorter depreciable lives may be appropriate for "advanced technologies for which the useful life is 

not necessarily known." See Order 679, para. 149. Similarly the NARUC Resolution recommends 

that regulatory commissions seeking to facilitate AMI implementation "provide depreciation lives 

for AMI that take into account the speed and nature of change in metering technology." 

Recovering the investment in the new AMI meters over a seven-year period will provide 

improved cash flow and better position the Companies for future investments in advanced AMI-

related technologies, such as demand response. Moreover, the Companies and ratepayers alike will 

benefit from the Companies' timely recovery of AMI meter costs, which should have a positive 

effect on the Companies' credit quality. 

For accounting purposes, however, the depreciation ofthe capitalized meter costs will 

continue at current Commission approved depreciation rates. This, including the timing of 
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depreciation commencement, creates a difference between cost recognition (depreciation expense) 

for book purposes and AMI Surcharge revenue recognition for ratemaking purposes. As the 

Companies propose accelerated recovery ofthe investment via the Commission approved AMI 

Surcharge for ratemaking purposes, they will receive revenues in excess ofthe costs recognized for 

book purposes. Statement of Financial Accounting Standards No. 71, "Accounting for the Effects 

of Certain Types of Regulation" ("SFAS No. 71), requires that if current recovery (via Commission 

approval ofthe AMI Surcharge and accounting and proposed ratemaking treatment) is provided for 

costs that are expected to be incurred in the future, those revenues must be recognized as a liability. 

Therefore, for book accounting and ratemaking purposes, the Companies will record the difference 

in AMI Surcharge revenues received, in excess ofthe current depreciation expenses incurred, as a 

regulatory liability. Each Company will maintain and record the regulatory liability based on the 

AMI Surcharge revenues received and depreciation expenses recognized at the Company. The 

Companies also propose to include the regulatory liability balance in their rate bases, as a deduction 

in the calculation of rate base for ratemaking purposes. As the balance represents ratepayer provided 

funds, including it as a deduction in rate base is proper. Over time, the regulatory liability balance 

will decrease as the new AMI meters are depreciated. This regulatory liability balance will be zero 

when the new AMI meters are fully depreciated. 

2. Existing Non-AMI Meters 

For book accounting purposes, the Companies will continue to depreciate their existing 

non-AMI meters over the current Commission approved depreciation rates and to include them as 

' SFAS No. 71, paragraph l l , b states "A regulator can provide current rates intended to recover costs that are expected 
to be incurred in the future with the understanding that if those costs are not incurred future rates will be reduced by 
corresponding amounts. If current rates are intended to recover such costs and the regulator requires the enterprise to 
remain accountable for any amounts charged pursuant to such rates and not yet expended for the intended purpose, the 
enterprise shall not recognize as revenues amounts charged pursuant to such rates. Those amounts shall be recognized as 
liabilities and taken to income only when the associated costs are incurred." 
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utility assets prior to the meters being replaced. The Companies will also retire their existing non-

AMI meters as they are replaced by the new AMI meters. 

For ratemaking purposes and for purposes of calculating the revenue requirements for 

inclusion in the AMI Surcharge, the Companies propose to accelerate the recovery of their 

investment in the existing non-AMI meters beginning with the receipt ofthe Commission Decision 

and Order in this docket as proposed and discussed below. The Companies' existing meter 

investment amount will be based on the net book value ofthe existing meters at the receipt ofthe 

Commission Decision and Order. The AMI Surcharge would include the net ofthe revenue 

requirements ofthe accelerated recovery ofthe existing non-AMI meters and the revenue 

requirements ofthese meters in base rates, to the extent that the retirement ofthese meters are not 

reflected in base rates. 

The Companies propose to recover the cost of their existing meters (i.e., the net book value 

ofthe meters to be replaced with AMI meters) on a straight-line, accelerated basis. Once the 

Companies' existing meters are removed, they will no longer be "used and useful" for utility 

purposes. Thus, it makes sense that recovery ofthe costs associated with those meters should occur 

within a reasonable time after they are taken out of service. This treatment is consistent with the 

"stranded cost recovery" specifted in the HCEI agreement and demonstrates support for the 

conversion to providing customers expanded alternatives. 

This has been accomplished on the mainland by writing down the net book values of old 

meters on an accelerated basis. The accelerated recovery ofthe investment in existing meters helps 

other utilities ftnance some ofthe high, up-ftont costs associated with AMI deployment. As 

discussed above, this approach has been encouraged by Congress in EISA § 1307, endorsed by 

NARUC, and approved by the OPUC in PGE's AMI docket, in which PGE obtained approval to 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 248 OF 324 

EXHIBIT 24 
PAGE 5 OF 18 

depreciate its existing meters over a period of two and a half years. This approach is also being 

pursued by other utilities such as DP&L, whose Blueprint for the Future involves accelerated 

recovery of existing meters over a period "not to exceed three to ftve years." 

In line with these trends, the Companies propose to recover the remaining net book value of 

their existing meters and to recover the associated revenue requirement impact from customers 

through the REIP Surcharge or the AMI Surcharge proposed in this docket. HECO proposes to 

recover the remaining $ 13,960,000 estimated book value (as of December 31, 2009) of its existing 

non-AMI meters over a three-year period beginning upon receipt ofthe Commission Decision and 

Order in this docket. MECO proposes to recover the remaining $4,899,000 estimated book value (as 

of December 31, 2009) of its existing non-AMI meters over a period beginning upon receipt ofthe 

Commission Decision and Order in this docket and ending when MECO's meter installation begins 

in 2014. HELCO similarly proposes to recover the remaining $9,238,000 estimated book value (as 

of December 31, 2009) of its existing non-AMI meters over a period beginning upon receipt of the 

Commission Decision and Order and ending when HELCO's meter installation begins in 2015. 

The Companies recognize that the accelerated recovery periods differ for each Company. 

Rather than assign three year recovery periods for all existing non-AMI meters on all islands, MECO 

and HELCO propose recovery over a longer period which would help smooth out the revenue 

requirement impact. Assigning a three-year recovery period for MECO and HELCO would possibly 

result in full recovery ofthe existing non-AMI meter investment one to two years prior to the 

installation ofthe new, advanced solid state meters on these islands. Since installation ofthe new 

AMI meters on Maui and Hawaii is scheduled for 2014 and 2015, respectively, there could possibly 

be a decrease in the revenue requirement impact in the years prior to new meter installation, but after 

the existing non-AMI meter costs have already been recovered. However, there would be a 
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significant increase when the new meter installation begins on these islands and MECO and HELCO 

begin recovering these investments. This would create erratic movement in the AMI Surcharge due 

to the increases and decreases in the revenue requirement. Therefore, MECO and HELCO's 

proposed accelerated recovery period for the existing non-AMI meters should help smooth out the 

revenue requirement and lessen the impact to ratepayers. 

However, as discussed for the new AMI meters, the difference in book accounting treatment 

and ratemaking treatment ofthe existing non-AMI meters would create a difference between cost 

recognition and AMI Surcharge revenue recognition. For book accounting purposes, the existing 

non-AMI meter costs would continue to be included as utility assets and depreciated at current 

Commission approved depreciation rates until they are replaced. However, the proposed straight-

line, accelerated recovery ofthese existing non-AMI meters via the AMI surcharge would result in 

the receipt of revenues in excess ofthe book depreciation costs recognized in these years and in 

advance ofthe ultimate replacement ofthese meters. For example, as proposed for HELCO, 

assuming a Decision and Order is received in 2010, the existing non-AMI meters would be 

recovered on an accelerated basis between 2010 through 2014. Thus, HELCO would recover its 

investment in these existing meters prior to when they are to be replaced in 2015 and in excess of the 

book depreciation. Therefore, for book accounting and ratemaking purposes, the Companies will 

record the difference in AMI Surcharge revenues received, in excess ofthe current depreciation 

expenses incurred and in advance ofthe meters retired, as a regulatory liability. The regulatory 

liability balance represents the excess of AMI Surcharge revenues received ftom ratepayers, in 

excess ofthe depreciation expense recognized by the Companies and in advance ofthese meters 

being retired upon being replaced. The Companies will each maintain and record the regulatory 

liability based on the activity at each respective Company. The Companies also propose to include 
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the regulatory liability balance as a deduction in the calculation of rate base for ratemaking purposes. 

As the balance represents ratepayer provided funds, including it as a deduction in rate base is proper. 

The regulatory liability balance will decrease as the existing non-AMI meters are depreciated and 

replaced. The regulatory liability balance will be zero upon the completion ofthe meter installation 

and when all the replaced meters are retired. 

3. MDMS Capital Costs, Deferred Software Deveiopment Costs and Expenses 

This section discusses the purchase and installation costs for hardware related to the MDMS, 

deferred software development costs beginning in 2010 and related expenses. 

a. Capital Costs 

For book accounting purposes, the Companies will capitalize the installed costs ofthe 

MDMS hardware and include as utility assets. The Companies will depreciate the MDMS hardware 

over the current Commission approved depreciation rates, beginning January 1 ofthe following year 

the hardware is placed into service. 

For ratemaking purposes and for purposes of calculating the revenue requirements for 

inclusion in the AMI Surcharge, the Companies propose to recover the investment by including the 

MDMS hardware as utility assets in rate base and recovering its investment over the current 

Commission approved depreciation rates. The estimated revenue requirements would be recovered 

through the AMI Surcharge. 

b . Deferral and Amortization of MDMS Software Development Costs 

The MDMS costs will be allocated among each ofthe Companies based on the customer 

counts as discussed in Section X ofthe Application. The MDMS will have many features and 

capabilities with installation planned in three phases. In phase I, the basic capabilities ofthe MDMS 

will be designed, coded and installed. Phase I is expected to be operational and ready for its 
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intended use in late 2010 or early 2011. Work on phase II will follow immediately after phase I and 

include certain advanced capabilities. This phase is expected to be operational and ready for its 

intended use in late 2011. Work on phase III will begin immediately after phase II and include final 

customization. This phase is expected to be operational and ready for its intended use in late 2012. 

See Exhibit 8 for further discussion ofthe MDMS software and Section X ofthe Application for a 

more detailed cost estimate and breakdown. 

The Companies propose to account for the development ofthe MDMS software in 

accordance with Emerging Issues Task Force Bulletin 97-13 ("EITF 97-13"), Accounting for Costs 

Incurred in Connection with a consulting Contract or an Intemal Project that Combines Business 

Process Reengineering and Information Technology Transformation, and FASB Statement of 

Position 98-1 ("SOP 98-1"), Accounting for the Costs of Computer Software Developed or Obtained 

for Intemal Use as the Commission has approved for other software development projects. Under 

the Companies' proposal, software development costs incurred during the preliminary stage (i.e., 

conceptual formation of software alternatives, determination ofthe existence of needed technology, 

and final selection of altematives) and post-implementation/operation (i.e., training and application 

maintenance) ofthe AMI Project will be expensed as incurred. In the interim, during the application 

development stage ofthe AMI Project, the Companies request approval to: (1) defer (i.e., capitalize) 

certain computer software development costs associated with the MDMS, excluding those costs that 

should be expensed as incurred such as conversion costs, training, certain overhead costs and EITF 

97-13-type costs, if any; (2) accumulate AFUDC on the deferred costs during the deferral period; (3) 

amortize the deferred costs over a 12-year period; and (4) include the unamortized costs in rate base. 

The application and development stage typically includes the design ofa chosen path, 

including software configuration, and software interface, coding, software installation and testing. 
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including parallel processing. Costs that should be deferred during this stage include costs to 

develop or obtain software that allows for access of old data by new systems, and applicable 

overhead and AFUDC costs on the deferrable costs. 

The Companies requested treatment is substantially similar to the fmancial accounting and 

ratemaking treatments approved for the OMS, CIS and HRMS project costs as proposed, the 

treatments were intended to be consistent with the accounting guidelines of SOP 98-1. For example, 

under the OMS/CIS^ proposals: 

1. Project costs would be either expensed or capitalized (i.e., deferred) depending on the 
stage in which the costs are incurred, including (a) Stage 1 Preliminary, (b) Stage 2 

Application Development and (c) Stage 3 Post Implementation/Operation; 

2. AFUDC would be applied to the deferred project costs during Stage 2; 

3. The deferred costs would be amortized over a ten-year period (or such other 
amortization period as the PUC finds to be reasonable), to the appropriate operating 
and maintenance expense account(s), based on the benefiting organization. The 
amortization period would commence the month after Stage 2 is completed; 

4. Unamortized deferred costs would be included in the calculation of rate base; and 

5. The accounting treatment for capital costs (e.g., hardware costs) would follow 
existing practices. 

In subsequent settlement agreements with the Consumer Advocate, the parties agreed that the 

accounting treatment ofthe OMS/CIS project would be in conformance with generally accepted 

accounting principles ("GAAP"), including EITF 97-13, and SOP 98-1. With respect to the CIS 

project, the parties stipulated that: 

(a) Accordingly, the Companies agree to work with the Consumer Advocate to 
identify costs related to process reengineering after the gap analysis between the CIS 
software package and the current customer billing process is completed. The 

^ Although data conversion often occurs during the application development stage, the Companies do not seek to defer 
data conversion costs other than the costs to develop or obtain software that allows for access of old data by new 
systems. 
^OMS; DocketNo. 04-0131. CIS; Docket No. 04-0268. HRMS; Docket No. 2006-0003. 
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significance of identifying reengineering costs incurred as a result ofthe new CIS is 
that these costs would be expensed. 

(b) Certain overhead costs, currently estimated at approximately $211,000, 
relating to customer installations and corporate administration are currently included 
in the deferred costs as the current Ellipse system includes such costs as part ofthe 
normal overhead calculation process. The Parties agree that overhead costs should be 
expensed in accordance with SOP 98-1, and the Companies will identify and track the 
overhead costs and reclassify the costs each month, as appropriate. 

In addition, although the Companies estimated that the expected useful life ofthe CIS project 

would be 10 years, they agreed to amortize the project over a 12-year period. The Companies also 

agreed to a 12-year amortization period for the HR Suite and OMS projects. Therefore, the 

Companies propose that any deferred AMI Project MDMS software development costs also be 

amortized over 12 years. 

For book accounting purposes, if the proposed ratemaking treatment is allowed, the 

Companies will defer the software development costs (and related AFUDC) of MDMS and amortize 

them over a 12-year period. (Absent approval to defer these costs, the Companies will have to 

record the costs as expenses when incurred.) For ratemaking purposes and for purposes of 

calculating the revenue requirements for inclusion in the AMI Surcharge, the Companies propose to 

defer and amortize the software development costs of MDMS over a 12-year period and to include 

the unamortized balance in rate base. 

As the MDMS software will be developed and implemented in three separate phases, the 

Companies propose to amortize the deferred software development costs in each phase separately 

over a 12-year amortization period. In each phase, as previously described, certain functionalities 

and features will be designed, coded and installed. The functionalities and features will be installed 

and ready for use at three different times (at the end of each phase). Therefore, the Companies 

^ Decision and Order No. 21798 in Docket No. 04-0268, issued May 3, 2005. 
^ Decision and Order No. 23413 in Docket No. 2006-003, issued May 3, 2007. 
^ Decision and Order No. 21899 in Docket No. 04-0131, issued June 30, 2005. 
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propose to track and defer the costs incurred in each phase separately and to begin amortization in 

the month after the functionalities installed in that particular phase are deemed operational and ready 

for their intended use. The costs deferred specific to each individual phase will be amortized over 12 

years. 

c. MDMS-Related Expenses 

For book accounting purposes, the Companies will record and recognize MDMS-related 

expenses (e.g., training, process and change management, support and maintenance) as they are 

incurred. For ratemaking purposes, the Companies propose to include the MDMS-related expenses 

for purposes of calculating the revenue requirements for inclusion in the AMI Surcharge. 

However, as discussed earlier regarding the AMI Surcharge, it is proposed that the 

Companies will recover forecast expenses. Therefore, there may potentially be differences in the 

timing ofthe incurrence ofthese expenses and the recovery via the AMI Surcharge. In addition, 

there will potentially be differences in the amounts recovered via the AMI Surcharge and the 

amounts actually incurred in that period. Thus, if the proposed ratemaking treatment is approved, 

the Companies will record the portion ofthe AMI Surcharge revenues in excess ofthe MDMS-

related expenses recognized for book purposes as a regulatory liability. For book purposes, the 

revenues would be recognized upon recognition ofthe MDMS-related expenses. For ratemaking 

purposes, the regulatory liability balance (or regulatory asset balance if MDMS-related expenses 

incurred exceed the forecasted expenses recovered via the AMI Surcharge) will accme interest with 

the differences reconciled and adjusted in the following period's surcharge. 

4. AMI Network Capital Costs, Lease Expense and Other Expenses 
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This section discusses the purchase and installation costs for hardware related to the AMI 

Network (FNP/FRP) discussed in Section VII.C ofthe Application, as well as expenses related to the 

use ofthe Sensus owned, operated and maintained AMI Network. 

a. Capital Costs 

For book accounting purposes, the Companies will capitalize the installed costs ofthe 

FNP/FRP hardware and include as utility assets. The Companies will depreciate the FNP/FRP 

hardware over the current Commission approved depreciation rates, beginning January 1 ofthe 

following year the hardware is placed into service. 

For ratemaking purposes and for purposes of calculating the revenue requirements for 

inclusion in the AMI Surcharge, the Companies propose to recover the investment by including the 

FNP/FRP hardware as utility assets in rate base and recovering the investment over the current 

Commission approved depreciation rates. The estimated revenue requirements would be recovered 

through the AMI Surcharge. 

b . Lease Agreement 

The Companies' AMI proposal involves the use ofa Sensus owned, operated and maintained 

AMI Network in exchange for a monthly, per-meter fee, to be imposed upon the deployment of each 

respective meter, in accordance to the provisions ofthe Sensus Agreement. 

The Company has completed an evaluation ofthe Sensus agreement under Emerging Issues 

Task Force ("EITF") Issue No. 01-8 entitled "Determining Whether an Arrangement Contains a 

Lease" and determined that the Sensus Agreement contains a lease. Further, the Company 

determined that under Statement of Financial Accounting Standards ("SFAS") No. 13, "Accounting 

for Leases," the lease is an operating lease. 

' See further explanation of EITF 01-8 in "Lease Arrangements Have Broadened" filed in Docket No. 04-0113 HECO's 
2005 test year rate case, HECO-2113. 
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Under SFAS No. 13, lease payments over the fixed term ofthe lease must be recorded on a 

straight-line basis over the fixed term ofthe lease, even if the payments are not made on a straight-

line basis. The lease payments to Sensus are to be based on a monthly per endpoint fee times the 

number of meters installed, to be paid beginning upon installation ofthe meters. The monthly per 

endpoint fee is to escalate over time as described in the Sensus agreement which would escalate the 

annual lease payments made to Sensus. Therefore, in accordance with SFAS No. 13, the Companies 

must recognize expenses related to the lease on a straight-line basis over the 15 year term beginning 

with the effective date ofthe lease (i.e. at Commission approval). As a result, expense recognition is 

greater than the lease payments in the early years ofthe term ofthe lease. As the 15-year term ofthe 

agreement begins prior to actual meter installation, straight-line lease expense will be recorded in 

advance of payments actually being made in the early years ofthe lease term. After meter 

installation begins, the straight-line lease expense recorded will initially be higher than the actual 

lease payments made. However, in the later years ofthe agreement this will reverse and the straight-

line lease expense recorded will be lower than the lease payments made. 

The Companies propose that ratemaking be based on the lease payments as they are paid 

over the term ofthe lease. The HECO Companies respectfully request Commission assurances that 

rate recovery ofthe AMI Network will be based on lease payments over the 15-year term ofthe 

agreement. Commission assurance that future ratemaking will be based on the lease payments will 

allow the Companies to record a regulatory asset for the difference between the straight-line expense 

required under GAAP and the lease payments made under the agreement. In the early years ofthe 

15-year lease term the regulatory asset balance will grow as the straight-line lease expenses will be 

in excess of actual lease payments made. As the lease agreement progresses through the 15-year 

term, the actual lease payments made will be higher than the straight-line lease expense. This 
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difference will reduce the regulatory asset balance until eventually the regulatory asset balance will 

be zero by the end ofthe fixed lease term. This treatment will allow for a matching ofthe revenues 

received and the book recognition of lease expense, resulting in no eamings impact. This regulatory 

asset would not be included in rate base as it does not represent investor provided funds. 

c. Impact of Imputed Debt on Credit Quality 

The credit rating agencies have determined that certain obligations ofa Company that are not 

reported as liabilities on the Companies' balance sheet should be reflected as debt in the ratios used 

to evaluate the Companies' risk profile. In order to capture the risks associated with these 

obligations, the credit rating agencies calculate "imputed debt." In the Companies' case, the credit 

rating agencies impute debt for its long-term operating lease obligations. 

The Companies prepared estimates ofthe imputed debt and rebalancing costs based on 

S&P's methodology and included such estimates in the revenue requirement calculation as discussed 

in Exhibit 22 . Imputed debt in the year lease payments begin are estimated to be $7,800,000 at 

HECO in 2011, $1,700,000 at MECO in 2014 and $2,300,000 at HELCO at 2015. The annual 

rebalancing costs are estimated at about $642,000 at HECO, $142,000 at MECO and $189,000 at 

HELCO. The amount of imputed debt and related rebalancing costs will decline over the term ofthe 

agreement. 

For ratemaking purposes, the Companies propose to include the lease expense in revenue 

requirements for inclusion in the AMI Surcharge, but to exclude the imputed debt and annual 

rebalancing costs for purposes of calculating the AMI Surcharge revenue requirements. This is 

illustrated in Exhibit 22. 

It is proposed that the Companies recover forecast expenses. There may potentially be 

differences in the amounts recovered via the AMI Surcharge and the actual lease payments made in 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 258 OF 324 

EXHIBIT 24 
PAGE 15 OF 18 

that period. To the extent the Companies receive AMI Surcharge revenues in excess ofthe straight-

line lease expenses recorded, the difference will be recorded as a regulatory liability. A regulatory 

asset would be recorded if the straight-line lease expense recorded exceeds the recovery of the 

forecasted lease expense received via the AMI surcharge. The regulatory liability balance (or 

regulatory asset balance) will accme interest with the differences reconciled and adjusted in the 

following period's surcharge. 

d. AMI Network Related Expenses 

For book accounting purposes, the Companies will record and recognize AMI Network 

related expenses as they are incurred. For ratemaking purposes, the Companies propose to include 

the AMI Network related expenses in the revenue requirements for inclusion in the AMI Surcharge. 

As discussed earlier regarding the AMI Surcharge, it is proposed that the Companies recover 

forecast expenses. Therefore, there may potentially be differences in the timing ofthe incurrence of 

these expenses and the recovery via the AMI Surcharge. In addition, there will potentially be 

differences in the amounts recovered via the AMI Surcharge and the amounts actually incurred in 

that period. The Companies will record any AMI Surcharge revenues in excess of its related AMI 

Network related expenses as a regulatory liability. The revenues would be recognized upon 

incurrence ofthe AMI Network related expenses. The regulatory liability balance (or regulatory 

asset balance if AMI Network related expenses incurred exceed the forecasted expenses recovered 

via the AMI Surcharge) will accrue interest with the differences reconciled and adjusted in the 

following period's surcharge. 
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5. Other AMI Project Expenses 

The Companies expect to incur other costs while developing and implementing the AMI 

Project. These costs include: (1) damaged meter socket costs, and (2) outside services consulting 

costs. 

a. Damaged Meter Socket Costs 

The Companies expect to have to replace damaged meter sockets when installing the new 

AMI meters. It is expected that some meter sockets may be damaged when the existing non-AMI 

meters are removed or it will be find that some meter sockets may already be damaged or in need of 

replacement. 

For book accounting purposes, the Companies will record and recognize damaged meter 

socket related expenses as they are incurred. For ratemaking purposes, the Companies propose to 

include the damaged meter socket related expenses for purposes of calculating the revenue 

requirements for inclusion in the AMI Surcharge. 

However, as discussed earlier regarding the AMI Surcharge, it is proposed that the 

Companies recover forecast expenses. Therefore, there may potentially be differences in the timing 

ofthe incurrence ofthese expenses and the recovery via the AMI Surcharge. In addition, there will 

potentially be differences in the amounts recovered via the AMI Surcharge and the amounts actually 

incurred in that period. Thus, if the proposed ratemaking treatment is approved, the Companies will 

record the portion ofthe AMI Surcharge revenues in excess ofthe damaged meter socket related 

expenses recognized for book purposes as a regulatory liability. For book purposes, the revenues 

would be recognized upon recognition ofthe damaged meter socket related expenses. For 

ratemaking purposes, the regulatory liability balance (or regulatory asset balance if damaged meter 
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socket related expenses incurred exceed the forecasted expenses recovered via the AMI Surcharge) 

will accme interest with the differences reconciled and adjusted in the following period's surcharge. 

b . Outside Consulting Costs 

The Companies expect to retain outside consultants to assist with certain aspects ofthe AMI 

Project. 

For book accounting purposes, the Companies will record and recognize the outside 

consulting expenses as they are incurred. For ratemaking purposes, the Companies propose to 

include the outside consultant costs in the revenue requirements for inclusion in the AMI Surcharge. 

Any incremental labor costs for those employees working on the AMI Project will be reflected in the 

AMI surcharge to the extent that they are not reflected in base rates. 

As discussed earlier regarding the AMI Surcharge, it is proposed that the Companies will 

recover forecast expenses. Therefore, there may potentially be differences in the timing ofthe 

incurrence ofthese expenses and the recovery via the AMI Surcharge. In addition, there will 

potentially be differences in the amounts recovered via the AMI Surcharge and the amounts actually 

incurred in that period. The Companies will record any AMI Surcharge revenues in excess of their 

related other AMI project expenses as a regulatory liability. The revenues would be recognized 

upon incurrence ofthese other AMI project expenses. The regulatory liability balance (or regulatory 

asset balance if these other AMI project expenses incurred exceed the forecasted expenses recovered 

via the AMI Surcharge) will accme interest with the differences reconciled and adjusted in the 

following period's surcharge. 

B. OFFSETTING INCREMENTAL AMI BENEFIT 

As indicated in Section XI ofthe Application, the Companies are not proposing to collect all 

ofthe AMI Project's costs through a surcharge. The Companies only propose to flow the project's 
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incremental revenue requirements through the surcharge to the extent that the incremental revenue 

requirements are not captured in base rates or any other surcharge mechanism. Thus, the AMI 

Project costs recovered though the surcharge will be net ofthe incremental quantifiable benefits 

created by the AMI Project that are not captured in base rates or any other surcharge mechanism. 

The quantifiable benefits ofthe AMI Project include: 

• utility expense savings resulting from elimination of manual meter reads, 

• field services savings related to remote disconnect/reconnect and remote read 

capabilities, 

• ratepayer revenue enhancements resulting from energy theft recovery, and 

• ratepayer revenue enhancements resulting from meter accuracy gains. 

These benefits were quantified in Section X ofthe Application. 
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Proposal for Time-of-Use Rate Options 

Current Status of Time-of-Use Rate Options 

Time-of-use rate options for all customers are available at HECO as approved in HECO's 2005 

test year rate case. Similar time-of-use rate options for all customers are proposed in the 

currently open HELCO 2006 test year rate case and MECO 2007 test year rate case. 

Residential Time-of-Use Rate Option Proposal 

The rate design of Schedule TOU-R for residential customers proposed in the HECO 2009 test 

year rate case (which includes only two time-of-use rate periods and a five hour daily on-peak 

period) represents the HECO Companies' current assessment ofthe appropriate rate design form. 

That form is proposed for the time-of-use rate option for residential customers at HECO, 

HELCO, and MECO in this application, based on the costs in the most recent rate case 

applications for each Company (HECO 2009 test year, HELCO 2006 test year, MECO 2007 test 

year), as shown below. HELCO and MECO will also propose this rate form as the Schedule 

TOU-R rate option for residential customers in their respective expected 2009 test year rate 

cases. The HECO Companies also request that the proposed time-of-use rate options for 

residential customers in this application, if approved, remain in place and supersede the 

residential time-of-use rate proposals in the open rate cases for HELCO's 2006 test year, 

HECO's 2007 test year, and MECO's 2007 test year, where the Schedule TOU-R rate option for 

residential customers proposes three time-of-use rate periods, if those proposed time-of-use rates 

are approved by the Commission. The Schedule TOU-R rates proposed in the open rate cases do 

not impact the revenue requirements in those rate cases, and likewise, adjusting the proposed rate 

form will not impact those rate case revenue requirements. 

Commercial Time-of-Use Rate Option Proposal 

In this application, HELCO and MECO request that the Commission approve time-of-use rate 

options proposed for commercial customers (Schedule TOU-G, Small Commercial Time-Of-Use 

Service; Schedule TOU-J, Commercial Time-of- Use Service; and Schedule TOU-P, Large 

Power Time-of-Use Service), as shown below. These proposed commercial time-of-use rate 

options are based on the rate option forms proposed in the HELCO 2006 test yem" rate case and 

MECO 2007 test year rate case, respectively, and the rate levels are based on the settlement 
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agreements achieved in those rate cases. HELCO and MECO also request that the proposed 

time-of-use rate options for commercial customers in this application remain in place and 

supersede the commercial time-of-use rate proposals in the open rate cases for HELCO's 2006 

test year and MECO's 2007 test year, where Schedule TOU-G, Schedule TOU-J, and Schedule 

TOU-P rate options for commercial customers are proposed, if those proposed time-of-use rates 

are approved by the Commission. The commercial time-of-use rate options proposed in the open 

rate cases do not impact the revenue requirements in those rate cases, and likewise, revising the 

proposed rate options will not impact those rate case revenue requirements. 

Alignment of Energy Cost Adjustment Clause Rates 

For all residential and commercial time-of-use rate options proposed in this application, the 

HECO Companies have adjusted the proposed rate levels to be consistent with the current energy 

cost adjustment clause at each utility. HECO, HELCO, and MECO will submit revised time-of-

use rate option proposals for residential and commercial customers to re-price the rates to be 

consistent relative to the regular rate schedule rates and the energy cost adjustment clauses that 

the Commission approves in final decisions in the open rate cases for the HELCO 2006 test year, 

HECO 2007 test year, MECO 2007 test year, and HECO 2009 test year. 

Limitations on Participation in Time-of-Use Rate Options 

In the existing HECO time-of-use rate options as well as in the proposed time-of-use rate options 

in the HELCO 2006 test year, HECO 2007 test year, MECO 2007 test year, and HECO 2009 test 

year rate cases, there are explicit customer limits for participation in time-of-use rate options 

until the new billing system (CIS Customer Information System) is in place. These limits are 

proposed in order to manage the HECO Companies ability to deliver timely bills for time-of-use 

rate option customers since all of those bills must be calculated and processed manually. The 

time-of-use rate options proposed in this application remove those meter limits previously 

proposed. The HECO Companies will make their best efforts to accommodate all customers 

who wish to participate in these time-of-use rate options. However, the HECO Companies also 

propose to reserve the right to apply to the Commission for meter limitations if and when the 

HECO Companies become unable to calculate and deliver bills in a timely manner to customers 

on residential and commercial time-of-use rate options. 
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Superseding Revised Sheet No. 86 

Effective June 20, 2008 

REVISED SHEET NO. 86 

Effective 

SCHEDULE TOU-R 

RESIDENTIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to residential pov^er service metered and billed 

separately by the Company. This Schedule does not apply where a 

residence and business are combined. Service under this Schedule 

will be delivered at secondary voltage specified by the Company. 

RATES; 

CUSTOMER CHARGE - $ per customer per month: 

Single-Phase Service - per month 

Three-phase Service - per month 
$10.50/month 

$18.50/month 

ENERGY CHARGES - (; per kWhr: 

TIME-OF-USE CHARGES - f; per kWhr: 
On-Peak Period - per kWhr 

Off-Peak Period - per kWhr 

35.9903 C/kWhr 

14.9903 "J/kWhr 

USAGE CHARGES - <: per kWhr: 

All kWhr between 350 - 1,200 kWhr per month-

All kWhr over 1,200 kWhr per month-

1.0 i::/kWhr 

2.0 C/kWhr 

MINIMUM CHARGE: 

Single-Phase Service - per month 

Three-Phase Service - per month 
$18.50/month 

$23.50/month 

HAWAIIAN ELECTRIC COMPANY, INC. 

Docket No. 
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REVISED SHEET NO. 87 

Effective 

SCHEDULE TOU-R - (continued) 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods under this Schedule shall be defined 
as follows: 

On-Peak: 
Off-Peak: 

3:00 p.m. - 8:00 p.m., daily 
8:00 p.m. - 3:00 p.m., daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a time-
of-use meter to measure the customer's kWhr energy consumption 
during the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1. The Company may meter the customer's energy usage pattern for 

one to three months before the customer's service start date 

under this Schedule, to allow the Company to gather the 

customer's baseline load profile. 

2. The Company shall install the time-of-use meter in accordance 

with Rule 14. Although the existing service equipment is 

expected to be used, the customer shall provide, install, and 

maintain the service equipment specified in Rule 14, such as all 

the conductors, service switches, meter socket, meter panel, and 

other similar devices required for service connection and meter 

installations on the customer's premises. 

3. The Company may request a customer to allow the Company shared-
use of its telephone line to enable the Company to remotely 
download the customer's usage data from the meter. 

HAWAIIAN ELECTRIC COMPANY, INC. 

Docket No. 
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Superseding Revised Sheet No. 88 

Effective June 20, 2003 
REVISED SHEET NO. 88 

Effective 

Schedule TOU-R - (continued! 

TERMS AND CONDITIONS - continued: 

A customer may terminate service under this rate Schedule and 

return to the regular Schedule R at any time without penalty, by 

a written notice to the Company. The change shall become 

effective at the start of the next regular billing period 

following the date of receipt by the Company of the notice from 

the customer. If a customer elects to discontinue service under 

this Schedule, the customer will not be permitted to return to 

this Schedule for a period of one year. 

ENERGY COST ADJUSTMENT CLAUSE: 

The energy cost adjustment provided in the Energy Cost 

Adjustment Clause shall be added to the Customer and Energy 

Charges. 

INTEGRATED RESOURCE PLANNING COST RECOVERY PROVISION: 

The Integrated Resource Planning Surcharge shall be added to 

the Customer and Energy Charges, and energy cost adjustment. 

RULES AND REGULATIONS: 

Service supplied under this rate schedule shall be subject to the 
Rules and Regulations of the Company. 
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SCHEDULE TOU-R 

RESIDENTIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to residential service metered and billed separately 

by the Company. This Schedule does not apply where a residence and 

business are combined. Service under this Schedule will be delivered 

at secondary voltages as specified by the Company. 

RATES: 

CUSTOMER CHARGE - $ per customer per month: 

Single-Phase Service - per month $11.0 0/month 

Three-Phase Service - per month $15.50/month 

ENERGY CHARGES - C per kWhr: 

Time-of-Use Charges - g per kWhr 

On-Peak Period - per kWhr 

Off-Peak Period - per kWhr 

37.1267 <^/kWhr 

16.1267 ^^/kWhr 

Usage Charges - C per kWhr 

All kWhr between 300 - 1,000 kWhr per month 2.0 <;/kWhr 

All kWhr over 1,000 kWhr per month- 3.0 C/kWhr 

MINIMUM CHARGE: 

The minimum charge shall be $20.00. 
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SCHEDULE TOU-R - (continued) 

TIME-OP-USE RATING PERIODS: 

The time-of-use rating periods under this Schedule shall be 

defined as follows: 

On-Peak: 3:00 p.m.-8:00 p.m., daily 

Off-Peak: 8:00 p.m.-3:00 p.m., daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a time-of-

use meter to measure the customer's kWhr energy consumption during 

the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the customer's energy usage pattern for one 

to two months before the customer's service start date under this 

Schedule, to allow the Company to gather the customer's baseline 

load profile. 

2) The Company shall install the time-of-use meter in accordance 

with Rule 14. Although the existing service equipment is expected 

to be used, the customer shall provide, install, and maintain the 

service equipment specified in Rule 14, such as all the 

conductors, service switches, meter socket, meter panel, and other 

similar devices required for service connection and meter 

installations on the customer's premises. 

3) The Company may request a customer to allow the Company shared-use 

of its telephone line to enable the Company to remotely download 

the customer's usage data from the meter. 
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Schedule TOU-R - (continued) 

TERMS AND CONDITIONS - continued: 

4; A customer may terminate service under this rate Schedule and 

return to the regular Schedule R at any time without penalty, by a 

written notice to the Company. The change shall become effective 

at the start of the next regular billing period following the date 

of receipt by the Company of the notice from the customer. If a 

customer elects to discontinue service under this Schedule, the 

customer will not be permitted to return to this Schedule for a 

period of one year. 

ENERGY COST ADJUSTMENT CLAUSE: 

The energy cost adjustment provided in the Energy Cost 

Adjustment Clause shall be added to the Customer and Energy Charges. 

INTEGRATED RESOURCE PLANNING COST RECOVERY PROVISION: 

The Integrated Resource Planning Surcharge shall be added to the 

Customer and Energy Charges, and energy cost adjustment. 

RULES AND REGULATIONS: 

Service supplied under this rate schedule shall be subject to 

the Rules and Regulations of the Company. 
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SCHEDULE TOU-G 

SMALL COMMERCIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to general light and/or power loads less than or 

equal to 5,000 kilowatthours per month, and less than or equal to 25 

kilowatts, and supplied through a single meter. Customers served 

under this Schedule who exceed 5, 000 kilowatthours per month or 25 

kilowatts will be automatically transferred to Schedule TOU-J at the 

beginning of the next billing period. 

Service will be delivered at secondary voltages as specified by 

the Company, except where the nature or location of the customer's 

load makes delivery at secondary voltage impractical, the Company 

may, at its option, deliver the service at a nominal primary voltage 

as specified by the Company. 

RATE: 

CUSTOMER CHARGE; 

Single-Phase Service - per month 

Three-Phase Service - per month 

$34.00/month 

$56.00/month 

ENERGY CHARGE: (To be added to Customer Charge! 

Priority Peak Period - per kWhr 

Mid-Peak Period - per kWhr 

Off-Peak Period - per kWhr 

28.6941 C/kWhr 

26.1941 t/kWhr 

18.2941 <̂ /kWhr 

MINIMUM CHARGE; Customer Charge 
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SCHEDULE TOU-G - continued 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 

7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7;00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a time-of-

use meter to measure the customer's kWhr energy consumption during 

the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the customer's energy usage pattern for one 

to two months before the customer's service start date under this 

Schedule, to allow the Company to gather the customer's baseline 

load profile. 

2) The Company shall install the time-of-use meter in accordance 

with Rule 14. Although the existing service equipment is 

expected to be used, the customer shall provide, install, and 

maintain the service equipment specified in Rule 14, such as all 

the conductors, service switches, meter socket, meter panel, and 

other similar devices required for service connection and meter 

installations on the customer's premises. 
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SCHEDULE TOU-G - continued 

TERMS AND CONDITIONS - continued: 

3 1 The Company may request a customer to allow the Company shared-

use of its telephone line to enable the Company to remotely 

download the customer's usage data from the meter. 

4) A customer may terminate service under this rate Schedule and 

return to the regular Schedule G at any time without penalty, by 

a written notice to the Company. The change shall become 

effective at the start of the next regular billing period 

following the date of receipt by the Company of the notice from 

the customer. If a customer elects to discontinue service under 

this Schedule, the customer will not be permitted to return to 

this Schedule for a period of one year. 

Energy Cost Adjustment Clause: 

The energy cost adjustment provided in the Energy Cost 

Adjustment Clause shall be added to the Customer, Demand, and Energy 

charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 

the Customer, Demand, and Energy charges, and energy cost 

adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 

and Regulations of the Company. 

HAWAII ELECTRIC LIGHT COMPANY, INC. 

Docket No. 05-0315, D&O No. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 273 OF 324 

EXHIBIT 25 
PAGE 12 OF 53 

SHEET NO. 7 3 

Effective 

SCHEDULE TOU-J 

COMMERCIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to general light and/or power loads which exceed 

5,000 kilowatthours per month three times within a twelve-month 

period or which exceed 25 kW per month and but are less than 300 kW 

per month. This Schedule cannot be used in conjunction with load 

management Riders M, T, and I, Schedule U, and Schedule TOU-P. 

RATE: 

CUSTOMER CHARGE: 

Single-Phase Service - per month $46.00/month 

Three-Phase Service - per month $71.00/month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 

Priority Peak - per kW of billing demand $18.95/kW 

Mid-Peak - per kW of billing demand $9.00/kw. 

The customer shall be billed the Priority Peak demand charge if 

his maximum measured kW demand for the billing period occurs during 

the priority peak period. If the customer's maximum measured kW 

demand for the billing period occurs during the Mid-Peak period, the 

Mid-Peak demand charge will apply. If the customer's maximum kW 

demand during the Priority Peak period is equal to his maximum kW 

demand during the Mid-Peak period, the Priority Peak demand charge 

shall apply. 

ENERGY CHARGE: (To be added to Customer Charge) 

Priority Peak Period - per kWhr 24.0533 <?/kWhr 

Mid-Peak Period - per kWhr 22.0533 C/kWhr 

Off-Peak Period - per kWhr 12.0533 C/kWhr 
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SCHEDULE TOU-J - (continued) 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 

Customer Charge and the Demand Charge. The Demand Charge shall be 

computed with the above demand charge applied to kilowatts of 

demand. The kilowatts of demand for the minimum charge calculation 

each month shall not be less than 2 5 kW 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 

7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND: 

The Company shall install a time-of-use meter to measure the 

customer's kilowatthour consumption and kilowatt load during the 

time-of-use rating periods. The maximum demand for the rating 

periods for each month shall be the maximum average load in 

kilowatts during any fifteen-minute period as indicated by a time-

of-use meter. The kilowatts of billing demand for each month shall 

be the maximum measured demand outside of the Off-Peak hours, but 

not less than 25 kW. 

Power Factor: 

The above energy and demand charges are based upon an average 

monthly power factor of 85%. For each 1% the average power factor 

is above or below 85%, the monthly energy and demand charges as 

computed under the above rates shall be decreased or increased, 

respectively, by 0.10% 
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SCHEDULE TOU-J - (continued) 

Power Factor - continued: 

The average monthly power factor will be determined from the 

readings of a kWhr meter and kvarh meter, and will be computed tc 

the nearest whole percent and not exceeding 100% for the purpose of 

computing the adj ustment. The kvarh meter shall be ratcheted to 

prevent reversal in the event the power factor is leading at any 

t ime. 

Supply Voltage Delivery: 

If the customer takes delivery at the Company's supply line 

voltage, the demand and energy charges will be decreased as follows: 

Transmission voltage supplied without further transformation -4.0% 

Distribution voltage supplied without further transformation -2.5% 

Metering will normally be at the delivery voltage. When the 

customer's transformers are adjacent to the delivery point, the 

customer may elect to be metered at a single point on the secondary 

side of his transformers where such point is approved by the 

Company. When the energy is metered on the secondary side of the 

customer's transformers, the above decreases will be 3.1% and 0.6%, 

respectively. 

Energy Cost Adjustment Clause: 

The energy cost adjustment provided in the Energy Cost 

Adjustment Clause shall be added to the Customer, Demand, and Energy 

charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 

the Customer, Demand, and Energy charges, and energy cost 

adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 

and Regulations of the Company. 
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SCHEDULE TOU-P 

LARGE POWER TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to large light and/or power service supplied and 

metered at a single voltage and delivery point. Loads must exceed 

200 kW per month. This Schedule cannot be used in conjunction with 

load management Riders M, T, and I, and Schedule TOU-P. 

RATE: 

CUSTOMER CHARGE: $410.00 per month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 

Priority Peak - per kW of billing demand S23.25/kW 

Mid-Peak - per kW of billing demand $18.25/kW. 

The customer shall be billed the Priority Peak demand charge if 

his maximum measured kW demand for the billing period occurs during 

the priority peak period. If the customer's maximum measured kW 

demand for the billing period occurs during the Mid-Peak period, the 

Mid-Peak demand charge will apply. If the customer's maximum kW 

demand during the Priority Peak period is equal to his maximum kW 

demand during the Mid-Peak period, the Priority Peak demand charge 

shall apply. 

ENERGY CHARGE: (To be added to Customer Charge) 

Priority Peak Period - per kWhr 20.6509 C^/kWhr 

Mid-Peak Period - per kWhr 18.6509 <:/kWhr 

Off-Peak Period - per kWhr 8.6509 C^/kWhr 
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SCHEDULE TOU-P - (continued) 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 

Customer Charge and the Demand Charge. The Demand Charge shall be 

computed with the above demand charge applied to kilowatts of 

demand. The kilowatts of demand for the minimum charge calculation 

each month shall not be less than 200 kW 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 

7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND: 

The Company shall install a time-of-use meter to measure the 

customer's kilowatthour consumption and kilowatt load during the 

time-of-use rating periods. The maximum demand for the rating 

periods for each month shall be the maximum average load in 

kilowatts during any fifteen-minute period as indicated by a time-

of-use meter. The kilowatts of billing demand for each month shall 

be the maximum measured demand outside of the Off-Peak hours, but 

not less than 200 kW. 

Power Factor; 

The above energy and demand charges are based upon an average 

monthly power factor of 85%. For each 1% the average power factor 

is above or below 85%, the monthly energy and demand charges as 

computed under the above rates shall be decreased or increased, 

respectively, by 0.15% 
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SCHEDULE TOU-P - (continued) 

Power Factor - continued: 

The average monthly power factor will be determ.ined from the 

readings of a kWhr meter and kvarh meter, and will be computed to 

the nearest whole percent and not exceeding 100% for the purpose of 

computing the adjustment. The kvarh meter shall be ratcheted to 

prevent reversal in the event the power factor is leading at any 

t ime. 

Supply Voltage Delivery: 

If the customer takes delivery at the Company's supply line 

voltage, the demand and energy charges will be decreased as follows: 

Transmission voltage supplied without further transformation -4.0% 

Distribution voltage supplied without further transformation -2.5% 

Metering will normally be at the delivery voltage. When the 

customer's transformers are adjacent to the delivery point, the 

customer may elect to be metered at a single point on the secondary 

side of his transformers where such point is approved by the 

Com,pany. When the energy is metered on the secondary side of the 

customer's transformers, the above decreases will be 3.1% and 0.6%, 

respectively. 

Energy Cost Adjustment Clause: 

The energy cost adjustment provided in the Energy Cost 

Adjustment Clause shall be added to the Customer, Demand, and Energy 

charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 

the Customer, Demand, and Energy charges, and energy cost 

adj ustment. 

Rules and Regulat ions: 

Service supplied under this rate shall be subiect to the Rules 

and Regulations of the Company. 
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MAUI DIVISION 

SCHEDULE TOU-R 

RESIDENTIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to residential service metered and billed 
separately by the Company. This Schedule does not apply where a 
residence and business are combined. Service under this Schedule 
will be delivered at secondary voltages as specified by the Company. 

RATES: 

CUSTOMER CHARGE - $ per customer per month: 

Single-Phase Service - per month $7.5 0/month 

Three-Phase Service - per month $12.00/month 

ENERGY CHARGES - C per kWh: 

Time-of-Use Charges 
On-Peak'p'eriod - per kWhr 31.3681 C^/kWhr 
Off-Peak Period - per kWhr 10.3681 C/kWhr 

Usage Charges - <> per kWh: 
All kWhr between 350 - 1200 kWhr per month 1.00 C/kWhr 
All kWhr over 1200 kWhr per month 1.25 C/kWhr 

MINIMUM CHARGE: 

The minimum charge shall be $17.00 
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MAUI DIVISION 

SCHEDULE TOU-R (Continued) 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods under this Schedule shall be 
defined as follows: 

On-Peak: 3:00 p.m.-8:00 p.m.. Daily 
Off-Peak 8:00 p.m.-3:00 p.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a 
time-of-use meter to measure the customer's kWhr energy 
consumption during the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the custom.er's energy usage pattern for 
one to two months before the customer's service start date 
under this Schedule, to allow the Company to gather the 
customer's baseline load profile. 

2) The Company shall install the time-of-use meter in accordance 
with Rule 14. Although the existing service equipment is 
expected to be used, the customer shall provide, install, and 
maintain the service equipment specified in Rule 14, such as 
all the conductors, service switches, meter socket, meter 
panel, and other similar devices required for service 
connection and meter installations on the customer's premises. 

3) The Company may request a customer to allow the Company 
shared-use of its telephone line to enable the Company to 
remotely download the customer's usage data from the meter. 

MAUI ELECTRIC COMPANY, LIMITED 
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MAUI DIVISION 

SCHEDULE TOU-R (Continued) 

4) A customer may terminate service under this rate Schedule 
and return to the regular Schedule R at any time without 
penalty, by a written notice to the Company. The change 
shall become effective at the start of t:he next regular 
billing period following the date of receipt by the Company 
of the notice from the customer. If a customer elects to 
discontinue service under this Schedule, the customer will 
not be permitted to return to this Schedule for a period of 
one year. 

ENERGY COST ADJUSTMENT CLAUSE: 
The energy cost adjustment provided in the Energy Cost 

Adjustment Clause shall be added to the Customer and Energy 
Charges. 

INTEGRATED RESOURCE PLANNING COST RECOVERY PROVISION; 
The Integrated Resource Planning Surcharge shall be added to 

the Customer and Energy Charges, and energy cost adjustment. 

RULES AND REGULATIONS: 
Service supplied under this rate schedule shall be subject 

to the Rules and Regulations of the Company. 
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Docket No. 2006-0387, D&O No. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 282 OF 324 

EXHIBIT 25 
PAGE 21 OF 53 

SHEET NO. 84 
Effective 

MAUI DIVISION 

SCHEDULE TOU-G 

SMALL COMMERCIAL TIME-OP-USE SERVICE 

AVAILABILITY: 

Applicable to general light and/or power loads less than or 
equal to 5,000 kilowatthours per month, and less than or equal to 
25 kilowatts, and supplied through a single meter. Customers 
served under this Schedule who exceed 5,000 kilowatthours per 
month or 25 kilowatts will be automatically transferred to 
Schedule TOU-J at the beginning of the next billing period. 

Service will be delivered at secondary voltages as specified 
by the Company, except where the nature or location of the 
customer's load makes delivery at secondary voltage impractical, 
the Company may, at its option, deliver the service at a nominal 
primary voltage as specified by the Company. 

RATE: 

CUSTOMER CHARGE: 
Single-Phase Service - per month 
Three-Phase Service - per month 

$25.00/month 
$40.00/month 

ENERGY CHARGE: (To be added to Customer and Demand Charge) 
Priority Peak Period - per kWhr 20.8497 <:/kWhr 
Mid-Peak Period - per kWhr 18.3497 (l̂ /kWhr 
Off-Peak Period - per kWhr 10.8497 C/kWhr 

MINIMUM CHARGE; Customer Charge 
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MAUI DIVISION 

SCHEDULE TOU-G - continued 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 
7:00 a.m. - 9:00 p,m., Saturday - Sunday 

Off-Peak; 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a 
time-of-use meter to measure the customer's kWhr energy 
consumption during the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the customer's energy usage pattern for 
one to two months before the customer's service start date 
under this Schedule, to allow the Company to gather the 
customer's baseline load profile. 

2) The Company shall install the time-of-use meter in accordance 
with Rule 14. Although the existing service equipment is 
expected to be used, the customer shall provide, install, and 
maintain the service equipment specified in Rule 14, such as 
all the conductors, service switches, meter socket, meter 
panel, and other similar devices required for service 
connection and meter installations on the customer's 
premises. 

3 I The Company rc\ay request a customier to allow the Company 
shared-use of its telephone line to enable the Company tc 
remotely download the customer's usage data from the meter. 
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MAUI DIVISION 

SCHEDULE TOU-3 - continued 

A customer may terminate service under this rate Schedule and 
return to the regular Schedule G at any time without penalty, 
by a written notice to the Company. The change shall become 
effective at the start of the next regular billing period 
following the date of receipt by the Company of the notice 
from the customer. If a customer elects to discontinue 
service under this Schedule, the customer will not be 
permitted to return to this Schedule for a period of one year. 

Energy Cost Adjustment Clause: 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, and 
Energy charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 
the Customer, Demand, and Energy charges, and energy cose 
adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the 
Rules and Regulations of the Company. 
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MAUI DIVISION 

SCHEDULE TOU-J 

COMMERCIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to general light and/or power loads which exceed 
5,000 kilowatthours per month three times within a twelve-month 
period or which exceed 25 kW per month and but are less than 200 kW 
per month. This Schedule cannot be used in conjunction with load 
management Riders M, T, and I, Schedule U, and Schedule TOU-P. 

RATE: 

CUSTOMER CHARGE: 
Single-Phase Service - per month 
Three-Phase Service - per month 

$55.00/month 
$70.00/month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 
Priority Peak - per kW of billing demand $11.50/kW 
Mid-Peak - per kW of billing demand $7.50/kW 

The customer shall be billed the Priority Peak demand charge 
if his maximum measured kW demand for the billing period occurs 
during the priority peak period. If the customer's maximum 
measured kW demand for the billing period occurs during the 
Mid-Peak period, the Mid-Peak demand charge will apply. If the 
customer's maximum kW demand during the Priority Peak period is 
equal to his maximum kW demand during the Mid-Peak period, the 
Priority Peak demand charge shall apply. 

ENERGY CHARGE: (To be added to Customer Charge) 
Priority Peak Period - per kWhr 
Mid-Peak Period - per kWhr 
Off-Peak Period - per kWhr 

18.5784 t/kWhr 
16.5784 t/kWhr 
5.5784 C;/kWhr 
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SHEET NO. 8 5A 
Effective 

MAUI DIVISION 

SCHEDULE TOU-J - (continued! 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 
Customer Charge and the Demand Charge. The Demand Charge shall be 
computed with the above demand charge applied to kilowatts of 
demand. The kilowatts of demand for the minimum charge 
calculation each month shall not be less than 25 kW. 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak; 7:00 a.m. - 5:00 p.m., Monday - Friday 
7:00 a.m. - 9r00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND: 

The Company shall install a time-of-use meter to measure the 
customer's kilowatthour consumption and kilowatt load during the 
time-of-use rating periods. The maximum demand for the rating 
periods for each month shall be the maximum average load in 
kilowatts during any fifteen-minute period as indicated by a 
time-of-use meter. The kilowatts of billing demand for each 
month shall be the maximum measured demand outside of the Off-
Peak hours, but not less than 25 kW. 

Power Factor: 

The above energy and demand charges are based upon an 
average monthly power factor of 85%. For each 1% the average 
power factor is above or below 85%, the monthly energy and demand 
charges as computed under the above rates shall be decreased or 
increased, respectively, by 0.10%. 
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Effective 

MAUI DIVISION 

SCHEDULE TOU-J - (continued) 

Power Factor - continued; 

The average monthly power factor will be determined from the 
readings of a kWhr meter and kvarh meter, and will be computed to 
the nearest whole percent and not exceeding 100% for the purpose 
of computing the adjustment. The kvarh meter shall be ratcheted 
to prevent reversal in the event the power factor is leading at 
any time. 

Supply Voltage Delivery: 

If the customer takes delivery at the Company's supply line 
voltage, the demand and energy charges will be decreased as 
follows: 

Transmission voltage supplied without further transformation -4.4-
Distribution voltage supplied without further transformation -1.1-

Metering will normally be at the delivery voltage. When the 
customer's transformers are adjacent to the delivery point, the 
customer may elect to be metered at a single point on the 
secondary side of his transformers where such point is approved 
by the Company. When the energy is metered on the secondary side 
of the customer's transformers, the above decreases will be 3.8% 
and 0.5%, respectively. 

Energy Cost Adjustment Clause: 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, and 
Energy charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 
the Customer, Demand, and Energy charges, and energy cost 
adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the 
Rules and Regulations of the Company. 
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Effective 

MAUI DIVISION 

SCHEDULE TOU-P 

LARGE POWER TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to large light and/or power service supplied and 
metered at a single voltage and delivery point. Loads must exceed 
200 kw per month. This Schedule cannot be used in conjunction with 
load management Riders M, T, and I, and Schedule TOU-P. 

RATE: 

CUSTOMER CHARGE: $310.00 per month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 
Priority Peak - per kW of billing demand $17.50/kW 
Mid-Peak - per kW of billing demand Sl6.00/kW 

The customer shall be billed the Priority Peak demand charge 
if his maximum measured kW demand for the billing period occurs 
during the priority peak period. If the customer's maximum 
measured kW demand for the billing period occurs during the 
Mid-Peak period, the Mid-Peak demand charge will apply. If the 
customer's maximum kW demand during the Priority Peak period is 
equal to his maximum kw demand during the Mid-Peak period, the 
Priority Peak demand charge shall apply. 

ENERGY CHARGE: (To be added to Customer Charge) 
Priority Peak Period - per kWhr 
Mid-Peak Period - per kV.'hr 
Off-Peak Period - per kWhr 

15.6881 C/kWhr 
13.68BI C/kWhr 
3.6881 C/kWhr 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 289 OF 324 

EXHIBIT 25 
PAGE 28 OF 53 

SHEET NO. 8 6A 
Effective 

MAUI DIVISION 

SCHEDULE TOU-P - (continued) 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 
Customer Charge and the Dem.and Charge. The Demand Charge shall be 
com.puted with the above demand charge applied to kilowatts of 
demand. The kilowatts of demand for the minimum charge 
calculation each month shall not be less than 200 kW. 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 
7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7:00 a.m.. Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND: 

The Company shall install a time-of-use meter to measure the 
customer's kilowatthour consumption and kilowatt load during the 
time-of-use rating periods. The maximum demand for the rating 
periods for each month shall be the maximum average load in 
kilowatts during any fifteen-minute period as indicated by a time-
of-use meter. The kilowatts of billing demand for each month 
shall be the maximum measured demand outside of the Off-Peak 
hours, but not less than 200 kW. 

Power Factor: 

The above energy and dem.and charges are based upon an average 
monthly power factor of 85%. For each 1% the average power factor 
is above or below 85%, the monthly energy and demand charges as 
computed under the above rates shali be decreased or increased, 
respectively, by 0.10%. 
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SHEET NO. aea 
Effective 

MAUI DIVISION 

SCHEDULE TOU-P - (continued) 

Power Factor - continued: 

The average monthly power factor will be determined from the 
readings of a kwhr meter and kvarh meter, and will be computed to 
the nearest whole percent and not exceeding 100% for the purpose 
of computing the adjustment. The kvarh meter shall be ratcheted to 
prevent reversal in the event the power factor is leading at any 
time. 

Supply Voltage Delivery; 

If the customer takes delivery at the Company's supply line 
voltage, the demand and energy charges will be decreased as follows: 

Transmission voltage supplied without further transformation -4.4% 
Distribution voltage supplied without further transformation -1.1% 

Metering will normally be at the delivery voltage. When the 
customer's transformers are adjacent to the delivery point, the 
customer may elect to be metered at a single point on the 
secondary side of his transformers where such point is approved by 
the Company. When the energy is metered on the secondary side of 
the customer's transformers, the above decreases will be 3.8% and 
0.5%, respectively. 

Energy Cost Adjustment Clause: 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customier, Demand, and 
Energy charges. 

Integrated Resource Planning Cost Recovery Provision; 

The Integrated Resource Planning Surcharge shall be added to 
the Customer, Demand, and Energy charges, and energy cost 
adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the 
Rules and Regulations of the Corapany. 
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Effective 

LANAI DIVISION 

SCHEDULE TOU-R 

RESIDENTIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to residential service metered and billed separately 
by the Company. This Schedule does not apply where a residence and 
business are combined. Service under this Schedule will be delivered 
at secondary voltages as specified by the Company. 

RATES; 

CUSTOMER CHARGE - $ per customer per month: 

Single-Phase Service - per month $7.50/month 

Three-Phase Service - per month $12.00/month 

ENERGY CHARGES - i per kWhr: 

Time-of-Use Charges 
On-Peak Period - per kWhr 36.3375 C/kWhr 
Off-Peak Period - per kWhr 15.3375 C/kWhr 

Usage Charges i per kWh: 
All kWhr between 250 - 750 kWhr per month 0.5 <;/kWhr 
All kWh over 750 kWhr per month 1.25 =?/kWhr 

MINIMUM CHARGE: 

The minimum charge shall be $17.00. 
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SHEET NO. 95A 
Effective 

LANAI DIVISION 

SCHEDULE TOU-R (Continued) 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods under this Schedule shall be 
defined as follows: 

On-Peak: 3:00 p.m. - 8:00 p.m., Daily 
Off-Peak: 8:00 p.m. - 3:00 p.m.. Daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a time-of-
use meter to measui^e the customer's kWhr energy consumption during 
the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the customer's energy usage pattern for one 
to two months before the customer's service start date under this 
Schedule, to allow the Company to gather the customer's baseline 
load profile. 

2) The Company shall install the time-of-use meter in accordance with 
Rule 14. Although the existing service equipment is expected to 
be used, the customer shall provide, install, and maintain the 
service equipment specified in Rule 14, such as all the 
conductors, service switches, meter socket, meter panel, and other 
similar devices required for service connection and meter 
installations on the customer's premises. 

3) The Ccmpany may request a customer to allow the Company shared-use 
of its telephone line to enable the Company to remotely download 
the customer's usage data from the meter. 
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SHEET NO. 95B 
Effective 

LANAI DIVISION 

SCHEDULE TOU-R (Continued) 

4) A customer may terminate service under this rate Schedule and 
return to the regular Schedule R at any time without penalty, by a 
written notice to the Company. The change shall become effective 
at the start of the next regular billing period following the date 
of receipt by the Company of the notice from the customer. If a 
customer elects to discontinue service under this Schedule, the 
customer will not be permitted to return to this Schedule for a 
period of one year. 

ENERGY COST ADJUSTMENT CLAUSE; 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer and Energy Charges. 

INTEGRATED RESOURCE PLANNING COST RECOVERY PROVISION: 

The Integrated Resource Planning Surcharge shall be added to the 
Customer and Energy Charges, and energy cost adjustment. 

RULES AND REGULATIONS: 

Service supplied under this rate schedule shall be subject to 
the Rules and Regulations of the Company. 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 294 OF 324 

EXHIBIT 25 
PAGE 33 OF 53 

SHEET NO. 96 
Effective 

LANAI DIVISION 

SCHEDULE TOU-G 

SMALL COMMERCIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to general light and/or power loads less than or 
equal to 5,000 kilowatthours per month, and less than or equal to 25 
kilowatts, and supplied through a single meter. Customers served 
under this Schedule who exceed 5,000 kilowatthours per month or 25 
kilowatts will be automatically transferred to Schedule TOU-J at the 
beginning of the next billing period. 

Service will be delivered at secondary voltages as specified by 
the Company, except where the nature or location of the customer's 
load makes delivery at secondary voltage impractical, the Company 
may, at its option, deliver the service at a nominal primary voltage 
as specified by the Company. 

RATE: 

CUSTOMER CHARGE: 
Single-Phase Service - per month 
Three-Phase Service - per month 

$30.00/month 
$45.00/month 

ENERGY CHARGE: (To be added to Customer and Demand Charge) 
Priority Peak Period - per kWhr 26.4932 C/kWhr 
Mid-Peak Period - per kWhr 23.9932 C/kWhr 
Off-Peak Period - per kWhr 16.4932 c/kWhr 

MINIMUM CHARGE: Customer Charge 
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SHEET NO. 96A 
Effective 

LANAI DIVISION 

SCHEDULE TOU-G - continued 

TIME-OF-USE RATING PERIODS; 

The time-of-use rating periods shall be as follovjs: 

Priority Peak; 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 
7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a time-of-
use meter to measure the customer's kWhr energy consumption during 
the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the customer's energy usage pattern for one 
to two months before the customer's service start date under this 
Schedule, to allow the Company to gather the customer's baseline 
load profile. 

2) The Company shall install the time-of-use meter in accordance 
with Rule 14. Although the existing service equipment is 
expected to be used, the customer shall provide, install, and 
maintain the service equipment specified in Rule 14, such as all 
the conductors, service switches, meter socket, meter panel, and 
other similar devices required for service connection and meter 
installations on the customer's premises. 

3) The Company may request a customer to allow the Company shared-
use of its telephone line to enable the Company to remotely 
download the customer's usage data from the meter. 

4) A customer may terminate service under this rate Schedule and 
return to the regular Schedule G at any time without penalty, by 
a written notice to the Company. The change shall become 
effective at the start of the next regular billing period 
following the date of receipt by the Company of the notice from 
the customer. If a customer elects to discontinue service under 
this Schedule, the customer will not be permitted to return to 
this Schedule for a period of one year. 
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SHEET NO. 961 
Effective 

LANAI DIVISION 

SCHEDULE TOU-G - continued 

Energy Cost Adjustment Clause; 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, and Energy 
charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 
the Customer, Demand, and Energy charges, and energy cost 
adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 
and Regulations of the Company. 
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SHEET NO. 97 
Effective 

LANAI DIVISION 

SCHEDULE TOU-J 

COMMERCIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to general light and/or power loads which exceed 
5,000 kilowatthours per month three times within a twelve-month 
period or which exceed 25 kW per month and but are less than 200 kVJ 
per month. This Schedule cannot be used in conjunction with load 
management Riders M, T, and I, Schedule "U", and Schedule "TOU-P". 

RATE: 

CUSTOMER CHARGE: 
Single-Phase Service - per month $55.00/month 
Three-Phase Service - per month $70.00/month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 
Priority Peak - per kW of billing demand $l2.00/kw 
Mid-Peak - per kW of billing demand S7.50/kW 

The customer shall be billed the Priority Peak demand charge if 
his maximum measured kw demand for the billing period occurs during 
the priority peak period. If the customer's maximum measured kW 
demand for the billing period occurs during the Mid-Peak period, the 
Mid-Peak demand charge will apply. If the customer's maximum kW 
demand during the Priority Peak period is equal to his maximum kW 
demand during the Mid-Peak period, the Priority Peak demand charge 
shall apply. 

ENERGY CHARGE: (To be added to Customer Charge) 
Priority Peak Period - per kWhr 27.1335 C/kWhr 
Mid-Peak Period - per kWhr 25.1335 Ĉ /kWhr 
Off-Peak Period - per kWhr 15.1335 C/kWhr 
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SHEET NO. 97A 
Effective 

LANAI DIVISION 

SCHEDULE TOU-J - (continued) 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 
Customer Charge and the Demand Charge. The Demand Charge shall be 
computed with the above demand charge applied to kilowatts of 
demand. The kilowatts of demand for the minimum charge calculation 
each month shall not be less than 25 kW. 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 
7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7;00 a.m.. Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND: 

The Corapany shall install a time-of-use meter to measure the 
customer's kilowatthour consumption and kilowatt load during the 
time-of-use rating periods. The maximum demand for the rating 
periods for each month shall be the maximum average load in 
kilowatts during any fifteen-minute period as indicated by a time-
of-use meter. The kilowatts of billing demand for each month shall 
be the maximum measured demand outside of the Off-Peak hours, but 
not less than 25 kW. 

Power Factor: 

The above energy and demand charges are based upon an average 
monthly power factor of 85%. For each 1% the average power factor 
is above or below 85%, the monthly energy and demand charges as 
computed under the above rates shall be decreased or increased, 
respectively, by 0.15%. 
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SHEET NO. 97E 
Effective 

LANAI DIVISION 

SCHEDULE TOU-J - (continued) 

Power Factor - continued: 

The average monthly power factor will be determined from the 
readings of a kWhr meter and kvarh m.eter, and will be computed to 
the nearest whole percent and not exceeding 100% for the purpose of 
computing the adjustment. The kvarh meter shall be ratcheted to 
prevent reversal in the event the power factor is leading at any 
tim.e. 

Supply Voltage Delivery: 

If the customer takes delivery at the Company's supply line 
voltage, the demand and energy charges will be decreased as follows; 

Transmission voltage supplied without further transformation -4.4% 
Distribution voltage supplied without further transformation -1.1% 

Metering will normally be at the delivery voltage. When the 
customer's transformers are adjacent to the delivery point, the 
customer may elect to be metered at a single point on the secondary 
side of his transformers where such point is approved by the 
Company. When the energy is metered on the secondary side of the 
customer's transformers, the above decreases will be 3.8% and 0.5%, 
respectively. 

Energy Cost Adjustment Clause; 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, and Energy 
charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 
the Customer, Demand, and Energy charges, and energy cost 
adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 
and Regulations of the Company. 
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SHEET NO. 98 
Effective 

LANAI DIVISION 

SCHEDULE TOU'P 

LARGE POWER TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to large light and/or power service supplied and 
metered at a single voltage and delivery point. Loads must exceed 
200 kw per month. This Schedule cannot be used in conjunction with 
load management Riders M, T, and I, and Schedule "TOU-P". 

RATE: 

CUSTOMER CHARGE; $210.00 per month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 
Priority Peak - per kW of billing demand $40.00/kW 
Mid-Peak - per kW of billing demand $20.00/kW 

The customer shall be billed the Priority Peak demand charge 
if his maximum measured kW demand for the billing period occurs 
during the priority peak period. If the customer's maximum 
measured kW demand for the billing period occurs during the 
Mid-Peak period, the Mid-Peak demand charge will apply. If the 
customer's maximum kW demand during the Priority Peak period is 
equal to his maximum kW demand during the Mid-Peak period, the 
Priority Peak demand charge shall apply. 

ENERGY CHARGE; (To be added to Customer Charge) 
Priority Peak Period - per kWhr 
Mid-Peak Period - per kWhr 
Off-Peak Period - per kWhr 

23.3145 C/kWhr 
21.3145 C/kWhr 
11.3145 C/kWhr 
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SHEET NO. 9aA 
Effective 

LANAI DIVISION 

SCHEDULE TOU-P - (continued) 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 
Customer Charge and the Demand Charge. The Demand Charge shall be 
computed with the above demand charge applied to kilowatts of 
demand. The kilowatts of demand for the minimum charge calculation 
each month shall not be less than 200 kw. 

TIMS-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 
Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 

7:00 a.m. - 9:00 p.m., Saturday - Sunday 
Off-Peak: 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND: 

The Company shall install a time-of-use meter to measure the 
customer's kilowatthour consumption and kilowatt load during the 
time-of-use rating periods. The maximum demand for the rating 
periods for each month shall be the maximum average load in 
kilowatts during any fifteen-minute period as indicated by a tim.e-
of-use meter. The kilowatts of billing demand for each month shall 
be Che maximum measured demand outside of the Off-Peak hours, but 
not less than 200 kW. 

Power Factor; 

The above energy and demand charges are based upon an average 
monthly power factor of 85%. For each 1% the average power factor 
is above or below 85%, the monthly energy and demand charges as 
computed under the above rates shall be decreased or increased, 
respectively, by 0.10%. 
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SHEET NO. 98B 
Effective 

LANAI DIVISION 

SCHEDULE TOU-P - (continued) 

Power Factor - continued: 

The average monthly power factor will be determined from the 
readings of a kWhr meter and kvarh meter, and will be computed to 
the nearest whole percent and not exceeding 100% for the purpose of 
computing the adjustment. The kvarh meter shall be ratcheted to 
prevent reversal in the event the power factor is leading at any 
tim.e. 

Supply Voltage Delivery: 

If the customer takes delivery at the Company's supply line 
voltage, the demand and energy charges will be decreased as follows: 

Transmission voltage supplied without further transformation 
Distribution voltage supplied without further transformation 

-4.4^ 
-1.1^ 

Metering will normally be at the delivery voltage. When the 
customer's transformers are adjacent to the delivery point, the 
customer may elect to be metered at a single point on the secondary 
side of his transformers where such point is approved by the Company. 
When the energy is metered on the secondary side of the customer's 
transformers, the above decreases will be 3.8% and 0.5%, 
respectively. 

Energy Cost Adjustment Clause; 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, a.nd Energy 
charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to the 
Customer, Demand, and Energy charges, and energy cost adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 
and Regulations of the Company. 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 
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SHEET NO. 135 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-R 

RESIDENTIAL TIME-OF-USE SERVICE 

AVAILABILITY: 

Applicable to residential service metered and billed separately 
by the Company. This Schedule does not apply where a residence and 
business are combined. Service under this Schedule will be delivered 
at secondary voltages as specified by the Company. 

RATES: 

CUSTOMER CHARGE - $ per customer per month: 

Single-Phase Service - per month $7.50/month 

Three-Phase Service - per month $12.00/month 

ENERGY CHARGES - <;: per kWh r 

Time-of-Use Charges 
On-Peak Period - per kwhr 35.5992 <:/kWhr 
Off-Peak Period - per kWhr 14.5992 C/kWhr 

Usage Charges - C per kWh: 
All kWhr between 250 - 750 kwhr per month - 1.25 t/kWhr 
All kWb over 750 kWhr per month - 1.50 C^/kWhr 

MINIMUM CHARGE: 

The minimum charge shall be $17.00. 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 
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SHEET NO. 13 5A 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-R (Continued) 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods under this Schedule shall be 
defined as follows: 

On-Peak: 3:00 p.m.- 8:00 p.m., daily 
Off-Peak: 8:00 p.m.- 3;00 p.m., daily 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, ovm, operate and maintain a time-of-
use meter to measure the customer's kWhr energy consumption during the 
time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the customer's energy usage pattern for one 
to two months before the customer's service start date under this 
Schedule, to allow the Company to gather the customer's baseline 
load profile. 

2) The Company shall install the time-of-use meter in accordance with 
Rule 14. Although the existing service equipment is expected to 
be used, the customer shall provide, install, and maintain the 
service equipment specified in Rule 14, such as all the 
conductors, service switches, meter socket, meter panel, and other 
similar devices required for service connection and meter 
installations on the customer's premises-

3) The Company may request a customer to allow the Company shared-use 
of Its telephone line to enable the Company to remotely download 
the customer's usage data from the m,eter. 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 
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SHEET NO. 135B 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-R (Continued) 

4) A customer may terminate service under this rate Schedule and 
return to the regular Schedule R at any time without penalty, by a 
written notice to the Company. The change shall become effective 
at the start of the next regular billing period following the date 
of receipt by the Company of the notice from the customer. If a 
customer elects to discontinue service under this Schedule, the 
customer will not be permitted to return to this Schedule for a 
period of one year. 

ENERGY COST ADJUSTMENT CLAUSE; 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer and Energy Charges. 

INTEGRATED RESOURCE PLANNING COST RECOVERY PROVISION: 

The Integrated Resource Planning Surcharge shall be added to the 
Customer and Energy Charges, and energy cost adjustment. 

RULES AND REGULATIONS: 

Service supplied under this rate schedule shall be subject to 
the Rules and Regulations of the Company. 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 
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SHEET NO. 136 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-G 

SMALL COMMERCIAL TIME-OP-USE SERVICE 

AVAILABILITY: 

Applicable to general light and/or power loads less than or 
equal to 5,000 kilowatthours per month, and less than or equal to 25 
kilowatts, and supplied through a single meter. Customers served 
under this Schedule who exceed 5,000 kilowatthours per month or 25 
kilowatts will be automatically transferred to Schedule TOU-J at the 
beginning of the next billing period. 

Service will be delivered at secondary voltages as specified by 
the Company, except where the nature or location of the customer's 
load makes delivery at secondary voltage impractical, the Company 
may, at its option, deliver the service at a nominal primary voltage 
as specified by the Company. 

RATE: 

CUSTOMER CHARGE; 
Single-Phase Service - per month 
Three-Phase Service - per month 

$23.00/month 
$34.00/month 

ENERGY CHARGE: (To be added to Customer and Demand Charge) 
Priority Peak Period - per kWhr 30.9988 <:/kWhr 
Mid-Peak Period - per kWhr 28.4988 <:/kWhr 
Off-Peak Period - per kWhr 20.9988 C/kWhr 

MINIMUM CHARGE: Customer Charge 

MAUI ELECTRIC COMPANY, LIMITED 
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5 
7 
7 
9 

00 p.m. 
00 a.m. 
00 a.m. 
00 p.m. 

- 9 
- 5 
- 9 
- 7 

00 
00 
00 
00 

p.m. 
p.m. 
p.m. 
a .m. 

Monday - Friday 
Monday - Friday 
Saturday - Sunday 
Daily 

SHEET NO. 13 6A 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-G - continued 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak; 
Mid-Peak: 

Off-Peak: 

DETERMINATION OF TIME-OF-USE ENERGY: 

The Company shall install, own, operate and maintain a time-of-
use meter to measure the customer's kWhr energy consumption during 
the time-of-use rating periods. 

TERMS AND CONDITIONS: 

1) The Company may meter the customer's energy usage pattern for one 
to two months before the customer's service start date under this 
Schedule, to allow the Company to gather the customer's baseline 
load profile. 

2) The Company shall install the time-of-use meter in accordance 
with Rule 14. Although the existing service equipment is 
expected to be used, the customer shall provide, install, and 
maintain the service equipment specified in Rule 14, such as all 
the conductors, service switches, meter socket, meter panel, and 
other similar devices required for service connection and meter 
installations on the customer's premises-

3) The Company may request a customer to allow the Company shared-
use of its telephone line to enable the Company to remotely 
download the customer's usage data from the meter. 

4) A customer may terminate service under this rate Schedule and 
return tc the regular Schedule G at any time without penalty, by 
a written notice to the Company. The change shall become 
effective at the start of the next regular billing period 
following the date of receipt by the Company of the notice from 
the customer. If a customer elects to discontinue service under 
this Schedule, the customer will not be permitted to return to 
this Schedule for a period of one year. 

MAUI ELECTRIC COMPANY, LIMITED 
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SHEET NO. 136B 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-G - continued 

Energy Cost Adjustment Clause; 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, and Energy 
charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 
the Customer, Demand, and Energy charges, and energy cost 
adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 
and Regulations of the Company. 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 
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SHEET NO. 13 7 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-J 

COMMERCIAL TIME-OP-USE SERVICE 

AVAILABILITY; 

Applicable to general light and/or power loads which exceed 
5,000 kilowatthours per month three times within a twelve-month 
period or which exceed 25 kW per month and but are less than 100 kW 
per month. This Schedule cannot be used in conjunction with load 
management Riders M, T, and I, Schedule "U", and Schedule "TOU-P". 

RATE; 

CUSTOMER CHARGE: 
Single-Phase Service 
Three-Phase Service 

- per month 
- per month 

$42.00/month 
$52.0 0/month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 
Priority Peak - per kW of billing demand $18.90/kW 
Mid-Peak - per kW of billing demand S6.l5/kW 

The customer shall be billed the Priority Peak demand charge if 
his maximum measured kW demand for the billing period occurs during 
the priority peak period. If the customer's maximum measured kw 
demand for the billing period occurs during the Mid-Peak period, the 
Mid-Peak demand charge will apply. If the customer's maximum kW 
demand during the Priority Peak period is equal to his maximum kW 
demand during the Mid-Peak period, the Priority Peak demand charge 
shall apply. 

ENERGY CHARGE: (To be added to Customer Charge! 
Priority Peak Period - per kWhr 
Mid-Peak Period - per kWhr 
Off-Peak Period - per kWhr 

24.5832 C:/kWhr 
22.5832 C/kWhr 
12.5832 C/kWhr 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 310 OF 324 

EXHIBIT 25 
PAGE 49 OF 53 

SHEET NO. 137A 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-J - (continued! 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 
Customer Charge and the Demand Charge. The Demand Charge shall be 
computed with the above demand charge applied to kilowatts of 
demand. The kilowatts of demand for the miniraumi charge calculation 
each month shall not be less than 25 kW. 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5:00 p.m., Monday - Friday 
7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND; 

The Company shall install a time-of-use meter to measure the 
customer's kilowatthour consumption and kilowatt load during the 
time-of-use rating periods. The maximum demand for the rating 
periods for each month shall be the maximum average load in 
kilowatts during any fifteen-minute period as indicated by a time-
of-use meter. The kilowatts of billing demand for each month shall 
be the maximum measured demand outside of the Off-Peak hours, but 
not less than 25 kW. 

Power Factor; 

The above energy and demand charges are based upon an average 
monthly power factor of 85%. For each 1% the average power factor 
is above or below 85%, the monthly energy and demand charges as 
computed under the above rates shall be decreased or increased, 
respectively, by 0.15%. 

MAUI ELECTRIC COMPANY, LIMITED 
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SHEET NO. 137B 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-J - (continued) 

Power Factor - continued: 

The average monthly power factor will be determined from the 
readings of a kWhr meter and kvarh meter, and will be computed to 
the nearest whole percent and not exceeding 100% for the purpose of 
computing the adjustment. The kvarh meter shall be ratcheted to 
prevent reversal in the event the power factor is leading at any 
time. 

Supply Voltage Delivery: 

If the customer takes delivery at the Company's supply line 
voltage, the demand and energy charges will be decreased as follows: 

Transmission voltage supplied without further transformation -4.4-
Distribution voltage supplied without further transformation -1.1-

Metering will normally be at the delivery voltage. When the 
customer's transformers are adjacent to the delivery point, the 
customer may elect to be metered at a single point on the secondary 
side of his transformers where such point is approved by the 
Company. When the energy is metered on the secondary side of the 
customer's transformers, the above decreases will be 3.8% and 0.5%, 
respectively. 

Energy Cost Adjustment Clause: 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, and Energy 
charges. 

Integrated Resource Planning Cost Recovery Provision: 

The Integrated Resource Planning Surcharge shall be added to 
the Customer, Demand, and Energy charges, and energy cost 
adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 
and Regulations of the Company. 

MAUI ELECTRIC COMPANY, LIMITED 
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SHEET NO. 138 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-P 

LARGE POWER TIME-OF-USE SERVICE 

AVAILABILITY; 

Applicable to large light and/or power service supplied and 
metered at a single voltage and delivery point. Loads must exceed 
100 kW per month. This Schedule cannot be used in conjunction with 
load management Riders M, T, and I, and Schedule "TOU-P". 

RATE: 

CUSTOMER CHARGE: $85.00 per month 

DEMAND CHARGE - (To be added to Customer and Energy Charge) 
Priority Peak - per kW of billing demand $12.75/kW 
Mid-Peak - per kW of billing demand $9.00/kW 

The customer shall be billed the Priority Peak demand charge 
if his maximum measured kW demand for the billing period occurs 
during the priority peak period. If the customer's maximum 
measured kW demand for the billing period occurs during the 
Mid-Peak period, the Mid-Peak demand charge will apply. If the 
customer's maximum kW demand during the Priority Peak period is 
equal to his maximum kW demand during the Mid-Peak period, the 
Priority Peak demand charge shall apply. 

ENERGY CHARGE: (To be added to Customer Charge) 
Priority Peak Period - per kWhr 21.2556 C/kWhr 
Mid-Peak Period - per kWhr 19.2556 <:/kWhr 
Off-Peak Period - per kWhr 9.2556 ?/kWhr 

MAUI ELECTRIC COMPANY, LIMITED 
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SHEET NO. 138A 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-P - (continued) 

MINIMUM CHARGE: 

The minimum charge per month shall be the sum of the 
Customer Charge and the Demand Charge. The Demand Charge shall be 
computed with the above demand charge applied to kilowatts of 
demand. The kilowatts of demand for the minimum charge calculation 
each month shall not be less than 100 kW. 

TIME-OF-USE RATING PERIODS: 

The time-of-use rating periods shall be as follows: 

Priority Peak: 5:00 p.m. - 9:00 p.m., Monday - Friday 

Mid-Peak: 7:00 a.m. - 5;00 p.m., Monday - Friday 
7:00 a.m. - 9:00 p.m., Saturday - Sunday 

Off-Peak: 9:00 p.m. - 7:00 a.m., Daily 

DETERMINATION OF TIME-OF-USE ENERGY AND DEMAND: 

The Company shall install a time-of-use meter to measure the 
customer's kilowatthour consumption and kilowatt load during the 
time-of-use rating periods. The maximum demand for the rating 
periods for each month shall be the maximum average load in 
kilowatts during any fifteen-minute period as indicated by a time-
of-use meter. The kilowatts of billing demand for each month shall 
be the maximum measured demand outside of the Off-Peak hours, but 
not less than 100 kW. 

Power Factor: 

The above energy and demand charges are based upon an average 
monthly power factor of 85%. For each 1% the average power factor 
is above or below 85%, the monthly energy and demand charges as 
computed under the above rates shall be decreased or increased, 
respectively, by 0.10%. 

MAUI ELECTRIC COMPANY, LIMITED 
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SHEET NO. 13SB 
Effective 

MOLOKAI DIVISION 

SCHEDULE TOU-P - (continued) 

Power Factor - continued: 

The average monthly power factor will be determined from the 
readings of a kWhr meter and kvarh meter, and will be computed to 
the nearest whole percent and not exceeding 100% for the purpose of 
computing the adjustment. The kvarh meter shall be ratcheted to 
prevent reversal in the event the power factor is leading at any 
time. 

Supply Voltage Delivery: 

If the customer takes delivery at the Company's supply line 
voltage, the demand and energy charges will be decreased as follows: 

Transmission voltage supplied without further transformation -4.4^ 
Distribution voltage supplied without further transformation -1.1^ 

Metering will normally be at the delivery voltage. When the 
customer's transformers are adjacent to the delivery point, the 
customer may elect to be metered at a single point on the secondary 
side of his transformers where such point is approved by the Company. 
When the energy is metered on the secondary side of the customer's 
transformers, the above decreases will be 3.8% and 0.5%, 
respectively. 

Energy Cost Adjustment Clause; 

The energy cost adjustment provided in the Energy Cost 
Adjustment Clause shall be added to the Customer, Demand, and Energy 
charges. 

Integrated Resource Planning Cost Recovery Provision; 

The Integrated Resource Planning Surcharge shall be added to the 
Customer, Demand, and Energy charges, and energy cost adjustment. 

Rules and Regulations: 

Service supplied under this rate shall be subject to the Rules 
and Regulations of the Company. 

MAUI ELECTRIC COMPANY, LIMITED 

Docket No. 2006-0387, D&O No. 



CA-IR-265 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 315 OF 324 

EXHIBIT 26 

PAGE 1 OF 3 

Hawaiian Electric Company, Inc. 

Year 
Issued 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Description 
Total 

Par Value 
Docket No. 
and Date 

Commission 
Decision & Order 

and Date 

Preferred Stock 

1945 Series C, 4 1/4% 
150,000 shares 

1948 Series D, 5% 
50,000 shares 

1950 Series E, 5% 
150,000 shares 

1960 Series H, 5 1/4% 
250,000 shares 

1961 Series I, 5% 
89,657 shares 

1962 Series J, 4 3/4% 
250,000 shares 

1964 Series K, 4.65% 
175,000 shares 

TOTAL OUTSTANDING 9/30/08 

$ 3,000,000 

1,000,000 

3,000,000 

5,000,000 

1,793,140 

5,000,000 

3,500,000 

$ 22,293,140 

888 
7/11/1945 

993 
3/17/1948 

1027 
3/4/1949 

1414 
5/27/1960 

1460 
6/21/1961 

1496 
3/21/1962 

1546 

4/30/1963 

75-482 
7/21/1945 

98-589 
6/24/1948 

107-625 

5/9/1949 

1012 
7/21/1960 

1067 
7/21/1961 

1100 
4/17/1962 

1203 
5/16/1963 
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Year 
Issued 

Hawaiian Electric Company, Inc. 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Description Issue Amount 
Docket No. 
and Date 

Commission 
Decision & Order 

and Date 

Long-Term Debt 

State of Hawaii - Special Purpose Revenue Bonds 

1993 5.45% Series 1993 $ 50,000,000 
due 2023 

1997 5.65% Series 1997A 50,000,000 
due 2027 

1998 4.95% Refunding Series 1998A 42,580,000 
due 2012 

1999 5.75% Refunding Series 1999B 30,000,000 
due 2018 

1999 6.20% Series 19990 35,000,000 
due 2029 

1999 6.15% Refunding Series 1999D 16,000,000 
due 2020 

2000 5.70% Refunding Series 2000 46,000,000 
due 2020 

2002 5.10% Series 2002A 40,000,000 
due 2032 

2003 5.00% Refunding Series 2003B 40,000,000 
due 2022 

2005 4.80% Refunding Series 2005A 40,000,000 
due 2025 

2007 4.65% Series 2007A 100,000,000 
due 2037 

2007 4.60% Refunding Series 2007B 62,000,000 
due 2026 

7624 / 6797 
2/26/1993 

95-0096/96-0381 
4/28/95 & 9/30/96 

97-0351 
9/29/1997 

99-0060 
3/12/1999 

99-0120 
5/17/1999 

99-0060 
3/12/1999 

00-0120 
4/14/2000 

99-0120 
5/17/2002 

03-0045 
2/21/2003 

04-0303 
10/15/2004 

05-0330 
12/29/2005 

2006-0383 
9/21/2006 

12651 
10/6/1993 

PUC approval 
9/30/1997 

16145 
1/5/1998 

17057 
6/29/1999 

17253 
9/27/1999 

17057 
6/29/1999 

18151 
10/20/2000 

19525 
8/15/2002 

20120 
4/14/2003 

21497 
12/17/2004 

23292 
3/9/2007 

23100 
12/4/2006 

TOTAL OUTSTANDING 9/30/08 $551,580,000 
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Hawaiian Electric Company, Inc. 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Year 
Issued Description Issue Amount 

Docket No. 
and Date 

Commission 
Decision & Order 

and Date 

Trust Preferred Securities 

2004 6.50% Junior Subordinated Deferrable 
Interest Debentures, Series 2004 
(2004 QUIPS) due 2034 

$ 31,546,400 03-0409 
12/8/2003 

20803 
2/13/2004 

Amended by 20812 
2/24/2004 

TOTAL OUTSTANDING 9/30/08 $ 31,546,400 
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Hawaii Electric Light Company, Inc. 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Year 
Issued Description 

Preferred Stock 

1993 Series G, 7 5/8% 
70,000 shares 

TOTAL OUTSTANDING 9/30/08 

Total 
Par Value 

$ 7,000,000 

$ 7,000,000 

Docket No. 
and Date 

7624 
2/26/1993 

Commission 
Decision & Order 

and Date 

12651 
10/6/1993 
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Hawaii Electric Light Company, Inc. 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Year 
Issued Description 

Lonq-Term Debt 

State of Hawaii - Special Purpose Revenue 

1993 

1997 

1998 

1999 

1999 

1999 

2003 

2003 

2005 

2007 

2007 

TOTAL C 

5.45% Series 1993 
due 2023 

5.65% Series 1997A 
due 2027 

4.95% Refunding Series 1998A 
due 2012 

5.50% Refunding Series 1999A 
due 2014 

5.75% Refunding Series 1999B 
due 2018 

6.15% Refunding Series 1999D 
due 2020 

4.75% Refunding Series 2003A 
due 2020 

5.00% Refunding Series 2003B 
due 2022 

4.80% Refunding Series 2005A 
due 2025 

4.65% Series 2007A 
due 2037 

4.60% Refunding Series 2007B 
due 2026 

DUTSTANDING 9/30/08 

Issue Amount 

Bonds 

$ 20,000,000 

30,000,000 

7,200,000 

11,400,000 

11,000,000 

3,000,000 

14,000,000 

12,000,000 

5,000,000 

20,000,000 

8,000,000 

$141,600,000 

Docket No. 
and Date 

7624 / 6797 
2/26/1993 

95-0096/96-0381 
4/28/95 & 9/30/96 

97-0351 
9/29/1997 

99-0060 
3/12/1999 

99-0060 
3/12/1999 

99-0060 
3/12/1999 

03-0045 
2/21/2003 

03-0045 
2/21/2003 

04-0303 
10/15/2004 

05-0330 
12/29/2005 

2006-0383 
9/21/2006 

Commission 
Decision & Order 

and Date 

12651 
10/6/1993 

PUC approval 
9/30/1997 

16145 
1/5/1998 

17057 
6/29/1999 

17057 
6/29/1999 

17057 
6/29/1999 

20120 
4/14/2003 

20120 
4/14/2003 

21497 
12/17/2004 

23292 
3/9/2007 

23100 
12/4/2006 
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EXHIBIT 27 
PAGE 3 OF 3 

Year 
Issued Desaiption 

Docket No. 
Issue Amount and Date 

Commission 
Decision & Order 

and Date 

Trust Preferred Securities 

2004 6.50% Junior Subordinated Deferrable 
Interest Debentures, Series 2004 
(2004 QUIPS) due 2034 

$ 10,000,000 03-0409 
12/8/2003 

20803 
2/13/2004 

Amended by 20812 
2/24/2004 

TOTAL OUTSTANDING 9/30/08 $ 10,000,000 

EXHIBIT R, PAGE 3 OF 3 
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EXHIBIT 28 
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Maui Electric Company, Limited 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Year 
Issued Description 

Preferred Stock 

1993 Series H, 7 5/8% 
50,000 shares 

TOTAL OUTSTANDING 9/30/08 

Total 
Par Value 

$ 5,000,000 

$ 5,000,000 

Docket No. 
and Date 

7624 
2/26/1993 

Commission 
Decision & Order 

and Date 

12651 
10/6/1993 
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Maui Electric Company, Limited 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Year 
Issued Description Issue Amount 

Docket No. 
and Date 

Commission 
Decision & Order 

and Date 

Long-Term Debt 

State of Hawaii - Special Purpose Revenue Bonds 

1993 5.45% Series 1993 $ 30,000,000 
due 2023 

1997 5.65% Series 1997A 20,000,000 
due 2027 

1998 4.95% Refunding Series 1998A 7,720,000 
due 2012 

1999 5.75% Refunding Series 1999B 9,000,000 
due 2018 

1999 6.15% Series Refunding 1999D 1,000,000 
due 2020 

2000 5.70% Refunding Series 2000 20,000,000 
due 2020 

2005 4.80% Refunding Series 2005A 2,000,000 
due 2025 

2007 4.65% Series 2007A 20,000,000 
due 2037 

2007 4.60% Refunding Series 2007B 55,000,000 
due 2026 

7624 / 6797 
2/26/1993 

95-0096/96-0381 
4/28/95 & 9/30/96 

97-0351 
9/29/1997 

99-0060 
3/12/1999 

99-0060 
3/12/1999 

00-0120 
4/14/2000 

04-0303 
10/15/2004 

05-0330 
12/29/2005 

2006-0383 
9/21/2006 

12651 
10/6/1993 

PUC approval 
9/30/1997 

16145 
1/5/1998 

17057 
6/29/1999 

17057 
6/29/1999 

18151 
10/20/2000 

21497 
12/17/2004 

23292 
3/9/2007 

23100 
12/4/2006 

TOTAL OUTSTANDING 9/30/08 $164,720,000 
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Maui Electric Company, Limited 

SCHEDULE OF OUTSTANDING ISSUES OF PREFERRED STOCK, 
LONG-TERM DEBT AND HYBRID SECURITIES 

FOR INCORPORATION BY REFERENCE 
As of September 30, 2008 

Year 
Issued Description 

Docket No. 
Issue Amount and Date 

Commission 
Decision & Order 

and Date 

Trust Preferred Securities 

2004 6.50% Junior Subordinated Deferrable 
Interest Debentures, Series 2004 
(2004 QUIPS) due 2034 

$ 10,000,000 03-0409 
12/8/2003 

20803 
2/13/2004 

Amended by 20812 
2/24/2004 

TOTAL OUTSTANDING 9/30/08 $ 10,000,000 
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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF HAWAH 

In the Matter of the Application of 

HAWAIIAN ELECTRIC COMPANY, INC. 
HAWAH ELECTRIC LIGHT COMPANY, INC. 
MAUI ELECTRIC COMPANY, LIMFTED 

For Approval ofthe Advanced Meter Infrastructure 
(AMI) Project and Request to Commit 
Capital Funds, to Defer and Amortize 
Software Development Costs, to Begin 
Installation of Meters and Implement Time-Of-Use 
Rates, for Approval of Accounting and Ratemaking 
Treatment, and other matters. 

Docket No. 

CERTIFICATE OF SERVICE 

I hereby certify that I have this date served two copies of the foregoing Application, 

together with this Certificate of Service, by making personal service to the following and at the 

following address: 

Division ofConsumer Advocacy 
Department of Commerce and Consumer Affairs 
335 Merchant Street, Room 326 
Honolulu, Hawaii 96813 

DATED: Honolulu, Hawaii, December 1, 2008 

HAWAHAN ELECTRIC COMPANY, INC. 

Irene Sekiya 
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CA-IR-266 

Ref: HECO Application to PUC - Dynamic Pricing Program (DPP Application). 

Please provide a complete copy ofthe Company's DPP Application and related supporting 
Attachments and confidential documentation. 

HECO Response: 

The requested information is provided as Attachment 1 ofthis response. 
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Attachment I is voluminous and available for inspection at HECO's Regulatory Affairs Division 

office, Suite 1301, Central Pacific Plaza, 220 South King Street, Honolulu, Hawaii. Please 

contact Dean Matsuura at 543-4622 to make arrangements to inspect the document. An 

electronic copy ofthe requested information is being provided. 
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BEFORE THE PUBLIC UTH^ITIES COMMISSION 

OF THE STATE OF HAWAH 

hi the Matter ofthe Application of 

HAWAHAN ELECTRIC COMPANY, INC. 

For Approval ofa Dynamic Pricing Pilot Program 
and Recovery of Program Costs 

DOCKETNO. 

c: 
[ - I C C 

•-~cz 

3 ^ 

ro 
sz 
V m 

APPLICATION 

and 

CERTIFICATE OF SERVICE 

O 

William A. Bonnet 
Vice President, Govemment and 

Community Affairs 
Hawaiian Electric Company, Inc. 
P.O. Box 2570 
Honolulu, Hawaii 96840 

Telephone: 543-5660 



BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF HAWAH 

In the Matter ofthe Application of 

HAWAIIAN ELECTRIC COMPANY, INC. 

For Approval of a Dynamic Pricing Pilot Program 
and Recovery of Program Costs 

DOCKET NO. 

APPUCATION 

TO THE HONORABLE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF HAWAH: 

CA-IR-266 
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PAGE 2 OF 86 

HAWAIIAN ELECnaC COMPANY, INC. ("HECO" or the "Company") 

respectfbJly requests that the Commission: (1) approve its Dynamic Pricing Pilot 

("DPP") Program; (2) fuid that the costs ofthe proposed DPP Program are reasonable; 

(3) allow HECO to recover the reasonable costs incurred by HECO above costs included 

in base rates (Le., fhe "incremental DPP Program costs"), estimated to be $337,500, 

through the Demand-Side Management ("DSM") Adjustment component ofthe 

Integrated Resource Planning Cost Recovery Provision ("IRP Clause"); (4) and allow 

HECO to record the cost ofthe evaluation meters as a deferred expense that would be 

amortized over the period that the costs are recovered through the Residential component 

ofthe IRP Clause (i.e., one year). 

This application is submitted pursuant to Paragraphs H.B.7j in.F and V ofthe 

Commission's Framework for Integrated Resource Planning (revised May 22,1992) 
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("IRP Frameworl^')) which was issued pursuant to Decision and Order No. 11523 (March 

12,1992) and Decision and Order No. 11630 (May 22,1992) in DocketNo. 6617. hi 

particular. Paragraph V ofthe Framework states: 

"V. Pilot Demand-Side Management Programs 

A. Purposes 

1. A purpose of piloting demand-side management programs is to 
ascertain whether a given program, not yet proven in Hawaii, is 
cost-effective—whether it will have the penetration and will 
achieve accomplishment of the utility's objectives as originally 
believed. 

2. A second purpose of piloting demand-side management programs 
is to determine whether the program design and configuration 
(including how it is managed and promoted) are such as to permit 
implementation of the program as efficiently and effectively as 
desired. 

B. Utility Pilot Programs 

1. A utiiity may implement on a fiill-scale basis (without pilot testing) 
any demand-side management program that has been proven cost 
effective as result of a fiill-scale or pilot implementation of the 
program in anotiier comparable utiHty service territory or as a 
result of pilot testing by a utility in Hawaii, In all other cases, the 
utility shall pilot test a demand-side management program before 
implementing it on a flill-scale basis. 

2. Each utility shall develop appropriate pilot demand-side 
management programs for implementation without avraiting 
commission approval of its initial integrated resource plan. For 
eadi program, the utility shall clearly articulate tiie parameters of 
the program, the objectives to be attained by the program, the 
expected level of achievement of the objectives, the measures by 
which the attainment ofthe objectives is to be assessed, the data to 
be gathered to assist in the evaluation ofthe pilot program, and the 
expenditure it proposes to make by appropriate cost components. 

3. All proposed pilot demand-side management programs are subject 
to commission approval." 
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I. 

HECO, whose principal place of business and whose executive offices are located 

at 900 Richards Street, Honolulu, Hawaii 96813, is a corporation duly organized under 

the laws ofthe Kingdom of Hawaii on or about October 13, 1891, and now exists under 

and by virtue ofthe laws ofthe State of Hawaii. HECO is an operating public utility 

engaged in the production, purchase, transmission, distribution and sale of electricity on 

the island of Oahu. 

IL 

Correspondence and communications in regard to this Apphcation should be 

addressed to: 

William A. Bonnet 

Vice President, Govemment and Community Affairs 
Hawaiian Electric Company, Inc. 
P.O. Box 2750 
Honolulu, Hawaii 96840 

Copies of such correspondence and coromunications should be sent to: 

Dean Matsuura 
Manager, Regulatory Affairs Division 
Hawaiian Electric Company, Inc. 
P.O. Box 2750 
Honolulu, Hawaii 96840 

Thomas W. Wilhams, Jr., Esq. 
Peter Y. Kikuta, Esq. 
Goodsill Anderson Quinn & Stifel 
AhiPlace, Suite 1800 
1099 Alakea Street 
Honolulu, Hawaii 96813 
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III. Overview 

A. Introduction 

The Dynamic Pricing Pilot ("DPP") Progi-am is a pilot program that will run for 

approximately one year. The objective ofthis pilot is to test the effect ofa demand 

response program on a sample of residential customers for system rehability purposes. A 

demand response program attempts to change customer demand of electi-icity through 

price signals. 

In this application, HECO is requesting the Commission's approval to: 

• Implement the DPP Program; and 

• Recover the incremental DPP Program costs through the Residential DSM 

Adjustment component ofthe IRP Clause. 

Approval of tiie DPP Program would allow HECO to achieve the following 

objectives: 

1. Determine whether dynamic pricing is a viable approach to demand reduction 

for rehabihty enhancement; 

2. Identify cost and implementation issues in advance of a possible island-wide 

rollout of a residential demand response program; 

3. Determine customer program adoption rates and satisfaction with the 

program; 

4. Collect customer load profiles with and without central air-conditioners; and 

5. Validate the ability of Advanced Metering Infi^astructure ("AMI") meters to 

collect and transmit accurate time-based energy consumption information to 

the Company's billing system. 
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Development and implementation of a pilot dynanic pricing program was 

discussed conceptually with HECO's IRP Advisory Group in an IRP-4 DSM technical 

session on May 25, 2007 and in more detail in a DSM technical session on August 3, 

2007. In those meetings, dynamic pricing was introduced as an initiative designed to 

reduce load during critical demand periods. The attendees at both sessions responded 

favorably to the dynamic pricing pilot program concept. Thus, a dynamic pricing pilot is 

being included in the DSM program portfolio to be integrated into HECO's IRP planning 

process. 

Should the results of tiie pilot program indicate that fiill deployment of dynamic 

pricing for HECO's residential customers is reasonable, there may be the potential to 

si^ificantly reduce peak demand below what it would have been in the absence ofa 

dynamic pricing program and help maintain service rehabihty during periods of high 

demand. 

Dynamic pricing is a subset of demand response. Under traditional demand 

response programs, rates are higher during pre-specified peak periods and lower during 

pre-specified off-peak periods. However, the rates are not responsive to dynamic 

changes in the demand-supply balance for electricity. In contrast, dynamic pricmg allows 

prices to change from normal tariff rates as system conditions change. Thus, a dynamic 

pricing program is likely to induce demand response when it is likely to be the most 

effective. Dynamic pricmg programs for the residential sector are being examined by 

several utilities in North America. One ofthe most comprehensive was California's 

Statewide Pricing Pilot ("SPP") conducted durmg 2003 tiirough 2005. (See Exhibit D) 
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The dynamic pricing pilot is considered to be a demand-side load management 

program because incentives are paid to pilot program participants for energy savings. 

The objective is to encomage customer curtaikaent of load through price mcentives when 

there is insufficient generation to meet a projected peak demand period (in a manner 

similar to the Company's Residential Direct Load Control ("RDLC") and Commercial 

and Industrial Direct Load Control ("CIDLC") Programs). 

B. Program Description 

The DPP Program is a demand response program that provides peak tune 

customer incentives, or rebates ("PTR"). A PTR program provides monetary incentives 

to customers for every kilowatthour saved during the applicable time period. This pilot 

program will involve the active participation of about 600 pilot program test participants 

thatwill be eligible forPTRrebates, and the monitoring ofthe energy use of about 400 

customers in a control group that will not be ehgible for rebates. In this pilot, the 

Company intends to pay test participants $1 for every kWh saved\ as shown in Figure 1. 

' Another demand response program being evaluated on the mainland is critical peak pricing ["CPF'). 
Under CPP, the electricity price rises to a level several times higher than tbe exisiing rate during period 
defined by the utility in which there is insufiScient generation to meet a jffojected peak demand period. A 
customer focus group study conducted by HECO in July/August 2007 (Exhibit E) for the purpose of 
guiding HECO's demand response pilot prograra plaruiing efiforts concluded that: 
• Under CPP, rate premiums during peak periods and discounts during the remainder ofthe year were 

fer too complex for customers to understand; and 
• Customers were unable to easily estimate the net cost/savings impact they would experieii«:. 

In contrast to the CPP, customers found the PTR program: 
• Quite simple to understand and relatively easy to estimate the impact it could have on their household; 

and 
• A positive plan, offering incentives through possible savings, rather than the "punitive" CPP plan they 

had just reviewed and characterized. 
Due to the response of the residential customers in the focus groups to the two plans, HECO decided to go 
forward with plans to implement a PTR pilot, and dropped plans to implement a CPP pilot. 
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Figure 1. Peak Time Rebate 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 IS 17 18 19 20 21 22 23 24 

Hour 

' Proqrini le tivnamle hocama utnlnff cf the ertlical Gvant vartoB based on tystom status. 

There would be a maximum of 10 critical peak periocfe, no more than 6 houj^ long 

for each period, during the pilot. Energy use data fi-om 10 critical peak periods are 

expected to provide sufficient information to permit statistically robust inferences from 

the one-year pilot program. 

The critical peak poiods would be identified by tiie Company at its discretion, 

and customers would be provided a one- to 4-hour advance notification that the critical 

peak period would be activated. In general, the Company would identify critical peak 

periods when it anticipates that it would have difficulty meeting the load with its existing 

resources. However, for the purposes ofthe pilot, in order to gather sufScient data to 

make statistically valid inferences, the Company may identify critical peak periods (for 

the pilot program participants only) that are not based on the state ofthe utihty system. 



CA-IR-266 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 9 OF 86 

In order to assist test participants with reducing their demand during the critical 

peak periods and to increase the rebate received by customers, the Company will provide, 

free of charge, a new central a/c thermostat to those test participants with central air-

conditioning ("CAC"). This thermostat will automatically increase the temperature set 

point by 4 degrees during the critical peak period and "enable" test participants to take 

advantage ofthe incentive without manual intervention. This automatic increase can be 

overridden by the customer at the time ofthe criticai peak if necessary. Test participants 

with CAC may decline the new thermostat. Test participants without central air-

conditioning will also be included in the pilot, but will not receive the new thermostat. 

The DPP Program provisions are summarized in Table 1 below: 

Table 1. Dynamic Pricing Pilot Program Provisions 

Pt > 1 11 1 L l l ^ 

When The Event Could Happen 

Reason for Activation 

Max Number of Events 

Duration of Event 

Possible Timing During the Day 

(Advance Notification 

Ceatral AC Automatic Thermostat Control 

Electricity Price During tbe Event 

'namic Pricing Pik 
Any time during the year 

Emergency/reliability conditions 

10 events per year 

Up to 6 hours 

Anytime 

Between 1 to 4 hours 

4 degree rise, with optional manual override 

$l/kWh rebate for energy saved 

The DPP Program would be implemented followiDg Commission approval. For 

simplicity, the implementation schedule and program budget assume that the pilot 

program begins in September 2008 with recruitment of participants among Schedule R 

customers. This would be followed by the installation of Advanced Meter Infirastructure 

("AMI") digital meters that are necessary to collect and transmit data during tiie critical 
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peak periods.^ The Company estimates that test participants would be subject to critical 

peak period events about four months after recmitment begins. 

The determination ofthe amount of kWh saved requires the derivation ofthe 

amoimt of kWh that would have been consumed except for the DPP Program. The AMI 

meters will also collect the information used in that derivation, as described later in this 

application. The AMI meter load information will be transmitted to the MV90 meter data 

conversion process via the Flexnet communications system that was installed under the 

Company's AMI research and development pilot projects. Rebates eamed by test 

participants through kWh savings will either be credited to their electricity bill or checks 

will be issued through the Company's existing Demand-Side Management Information 

System ("DSMIS") or its replacement system, once the Company's on-going Customer 

Information System ("CIS") update work has been completed. 

The Company anticipates that it will recruit approximately 600 residential pilot 

program test participants who will be voluntarily participating in the DPP Program and 

subject to PTR. Another 400 residential customers will be identified as a control group. 

The control group will consist of residential customers with and without CAC. The 

control group will not participate in the pilot program and will not be offered the enabling 

tiiermostat. However, their load profiles will be metered for comparison purposes. 

The test group will be stratified along the following lines: 

With central aVc: 400 (with and without the new thermostat) 

Witiiout central a/c: 200 

^ la most cases, residential customers have mechanical meters that are read moniiily and do not collect 
time-based data. Digital AMI meters are enable of collecting time-based data which will enable the 
Company to determine how many kWh. were saved during tbe critical peak periods and transmit the data 
wirelessly via radio firequency to Company facilities, Tbe AMI meters installed as part ofthis pilot 
program will be left in the field after the pilot has been completed. 

10 
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Test participants without central a/c could include customers with split ah 

conditioning systems or wall or room air-conditioners. The Company recognizes that the 

market for spHt air-conditioners is large and growing. Unfortunately, at this time, there is 

no commercially available device to replace the typical handheld remotes used to control 

split systems; therefore, these customers will not receive a thermostat similar to 

customers with central air conditioning system. However, custorners with non-CAC 

systems may participate by manually controlling air conditioning loads. 

C. Pilot Program Objectives 

The Company views dynamic pricing that encompasses all residential customers 

as a form of load management, which may be able to serve as a potential mitigating 

measure to improve system reUability while a reserve capacity shortfall exists. If 

successful, a dynamic pricing program may help reduce peak demand below what it 

would have been in the absence ofthe program and help maintain service retiabilify 

during periods of high demand. 

As stated by the Company in its Adequacy of Supply ("AOS") report filed 

January 30, 2008, the Company continues to be in a reserve capacity shortfall situation: 

HECO's reserve capacity shortfall estimate for this Adequacy of Supply report to 
tiie Commission (2008 AOS) is approximately 80 MW in tiie 2008 period for the 
Reference Scenario (including the impact of 29.5 MW of temporary leased, 
distributed generating units at HECO sites to mitigate the shortfall, pending the 
installatioa ofnew long-term capacity). Under this Reference Scenario, HECO 

. also estimates that the reserve capacity shortfall would be in the range of 20 to 
70 MW for years 2009-2014, if tiie nominal 110 MW Campbell hidustiial Park 
combustion tarbme is installed in mid-2009, and the temporary, utllify-sited 
distributed generation units are not included.^ 

' HECO Adequacy of Supply Report, January 30,2008, page 1. 

11 
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HECO has taken a number of steps to mitigate tiie effects of reserve capacity 
shortfalls, such as installing temporary, limited nm-hour distributed generators 
(DG) at substations or other sites, implementing additional load management and 
other demand reduction measures, and pursuing efforts to improve the availability 
of generating units. HECO cannot, however, completely eliminate reserve 
capacity shortfalls in the near-term. HECO will operate at lower-than-established 
reUability levels and take steps to mitigate the reserve capacity shortfall situation 
until the next generating unit is installed.'' 

The Company prefers to first pilot the program before dynamic pricing is 

introduced to all of its residential customers. The program objectives ofthe DPP 

Program are to: 

1. Determine whether dynamic pricing is a viable approach to demand reduction 

for reliability enhancement; 

2. Identify cost and implementation issues in advance of a possible island-wide 

rollout of a residential demand response program; 

3. Determine customer program adoption rates and satisfaction with the 

program; 

4. CoUect customer load profiles with and without central air-conditioners; and 

5. Validate the ability of AMI meters to collect and transmit accurate time-based 

energy consumption information to the Company's biiiing system. 

IV. Implementation 

A. Derivation ofthe Peak Time Rebate Level Per Kilowatthour 

The PTR rebate level is set at SX/kWh saved because it is simple for customea-s to 

understand, and is significantly higher than the average residential rate per kWh (thus, 

providing a significant incentive for reducing energy use). 

* Id, page 4, 

12 
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HECO's focus group study conducted m July/August 2007 (Exhibit E) concluded 

that residential customers have very low awareness ofthe current cost per kWh. 

Therefore, hi order to make the dynamic pricing pilot program as simple as possible 

while still providing an incentive to curtail energy usage, the Company has set the PTR 

rebate at $1.00 per kWh saved. The concept ofa dollar saved is deemed more 

understandable to customers than some other fi-action of a dollar. Furthermore, with 

average residential energy rates at around 25 cents per kWh for March 2008, the 

$1.00 per kWh is four times the average rate and is a substantial incentive for energy 

conservation and curtailment. In comparison, the critical peak pricing rate was a five-

times increase over the standard rate in the Caiifomia Statewide Pricing Pilot (Exhibit D). 

Due to the billing cycle and the time necessary to detennine the baseline and 

calculate the kwh savings and the rebate amount, it is likely that there will be a lag of at 

least one month between the date ofthe critical peak event and when the credit shows up 

in the customer's bill or a check is received by the customer. 

B. Designation ofa Critical Peak Period 

The designation ofa Critical Peak Period will be a shared responsibility between 

the Company's System Operation and Energy Services Departments. The System 

Operation Department, at its discretion, will activate the critical peak period when it 

anticipates difiEiculty in serving the system demand and will provide the one- to 4-hour 

advance notification manually through the YUKON system.^ This procedure will be 

^ The YUKON System is a load management system that consists of several SQL Server based software 
applications and databases, Collectively, the system allows HECO system operators to schedule and 
(Kspatch direct load control events to intemipt residential electric water heater loads and commercial 

13 
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similar to the procedure currently used to provide 1-hour advance notifications to 

participants m the CIDLC Program. 

For pilot evaluation purposes, it is necessary to activate Critical Peak Periods 

10 times during the one-year duration ofthe pilot in order to develop enough data points 

to derive a statistically robust estimate ofthe impact of PTR on test participant energy 

consumption. Therefore, tiie Energy Services Department may initiate Critical Peak 

Periods that do not reflect actual utihfy system conditions. The Energy Services 

Department plans to initiate Critical Peak Periods according to the approximate schedule 

outlined in Section IV,G ofthis Apphcation. 

C. Expected Peak Demand hnpacts 

The Company estimates that the DPP Program will result in approximately 

270 kW of demand reduction fi:om the 600 pilot program test participants during the 

10 test events. The per participant estimates used to derive the 270 kW demand reduction 

assume that customers participating in the pilot reduce their demand in a manner similar 

to the Caiifomia study.^ For test participants without CAC, it is estimated tiiat they will 

reduce theirpeak demand by around 0.1 kW in response to the CPP rate, as shown in 

Figure 2. This represents roughly 5% of their critical peak demand.' Responses to the 

Company's 2006 Residential Appliance Saturation Survey indicate that about 7% of 

customer electric loads by remotely activating Load Control Receivers (LCR) wired directly to customer 
equipment. 

* The Caiifomia SPP tested customer responsiveness to a CPP rate design rather than PTR. However, it is 
assumed for the purposes ofthis initial analysis that customers participating in the PTR would produce 
similar peak reductions as those on the CPP rate. 
' This analysis is based on HECO's 2003 load research data. Critical events were identified as the period 
from 5 p.m, to 9 p.m. on the ten weekdays witii the highest average temperature. 

14 



CA-IR-266 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 15 OF 86 

homes have central air conditioning. Therefore, roughly 93% ofthe Company's 

residential customers are without CAC. 

Figure 2. Expected Peak Reduction from Dynamic Rates 

(Source: The Brattle Group) 

Customer w/out CAC Customer w/CAC Customer w/CAC 
and enabling tech 

The SPP found that customers with CAC have a much higher responsiveness to 

the critical peak price. In addition, these customers generally have higher critical peak 

demand to begin with since CAC adds significant load during peak times. Test 

participants with CAC are expected to reduce their average critical peak demand by 

nearly 0.6 kW, or 18% of their critical peak demand. Moreover, test participants witii 

both CAC and a remotely controlled CAC thermostat would be expected to produce an 

even liigher peak reduction These participants are expected to produce more than a 

15 
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0.7 kW average critical peak reduction, representing ahnost 23% of theh critical peak 

demand. 

The estimates have been adjusted to refiect differences between Caiifomia and 

Hawaii for specific system conditions, rates, and class load profiles using a Price Impact 

Simulation Model (PRISM) developed by the Brattle Group Inc., a consultant hired by 

the Company, specializing in among other areas, demand response program analysis and 

evaluation. 

The PRISM estimates indicate that should the pilot consist of exactly 200 test 

participants each in the categories of: no CAC, CAC without automatic thermostat, and 

CAC witii automatic thermostat; the projected demand reduction would be approximately 

270 kW at the customer level.^ 

There would also be an impact on consumption. Over the duration of each critical 

event, fhe PRISM model estimates that test participants without CAC could reduce 

consumption by almost 0.3 kWh, participants with CAC could reduce consumption by 

more than 2.2 kWh, and participants with CAC and an automatic CAC thermostat might 

reduce consumption by nearly 3 kWh. Thus, total annual energy savings fi-om the 

600 pilot program participants may approximate 11,000 kWh.^ Some ofthe reduced 

energy consumption may be offset by additional consumption during non-critical hours. 

Figure 3 compares the load ofthe Company's average residential CAC customer 

to that of its average non-CAC customer for a typical day.̂ ** The comparison mdicates 

" 200 participants for each of 0.07 kW, 0.57 kW, and 0.74 kW = 276 kW. 
' 200 participants x 10 events per year for each of 0.3 kWh, 2.2 kWh, and 3.0 kWh ^ 11,000 kWh, 
'" The typical day is calculated as the average hourly load over an entire year, based on HECO's 2003 load 
research data. Themonthly average consumption of a CAC customer is 1,411 kWh, which is more than 
twice as large as the average non-CAC customer's monthly consumption of 660 kWh. 
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that the magnitudes of demand and energy impacts estimated by the PRISM model are 

reasonable. 

Figure 3. CAC and Non-CAC Residential Load Shapes for a Typical Day 
(Source: The Brattle Group) 

3.50 

D. Determining Paiticipant Response and Calculating the Rebate 

To determine the peak consumption reduction that a test participant h ^ provided 

under the DPP Program, it is first necessary to have an estimate of what that participant's 

consumption would have been in the absence ofthe program. This is the "baseline" firom 

which the customer's energy savings is calculated. 

The baseline load for each participant will be an estimate of how much electricity 

that household would be expected to use during each critical event period absent the DPP 
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Program incentive. One objective ofthis pilot program is to evaluate methods for 

choosing a baseline. In testing baseline estimation methods, ihe Company will be guided 

by the following principles.^ ̂  

Baseline goals and criteria: 

• Reflection of load that would have been used absent the program; 

• Ease of use for program participants; 

• Ease of use for program administrators; and 

• Deterrence of gaming (i.e., the selected baseline method should miaimize the 

ability of either the utility or the customer to rmfahly affect the outcome to 

any significant degree). 

Criteria that must be balanced in developing a baseline: 

• Simplicity, including ease of use, ease of understanding, and low costs for 

participant and operator to implement; 

• Accuracy, including lack of bias (i.e., no systematic tendency to over- or 

under-state reductions), appropriate handling of weather-sensitive accounts, 

and verifiability; 

• Minimization of gaming by customers; and, 

• Predictability, the ability for customers to know the baseline before 

committing to a particular curtailment amount and event. 

The baseline must be calculated individuaUy for every customer that is subject to 

PTR. Ideally, the estimate would take into account the temperature and hmnidity each 

Demand Response in Wholesale Markets DocketNo. ADO?-! 1-000 Technical Conference April 23, 2007 
Part 3 Measurement and Evaluation of Demand Respcnse Resources^ Miriam L. Goldberg, KEMA Inc. 
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day at each residence before and during each four-hour period. However, for simpKcity, 

the Company does not intend to weatiier normali2e energy consumption for this pilot. 

Instead, the Company wiU use a method that will minimize the amount of required 

computation and cost while still providing a reasonably accurate estimate of each test 

participant's individual basehne. The chosen method will use an average ofthe 

customer's energy consumption on the three days immediately prior to the day ofthe 

criticai event as an estimate of his/her baseline consumption.^^ The following 

hypothetical example will help to clarify this methodology. 

Assume that the Company declared a critical event on Wednesday, lune 24,2009 

fi'om 3 p.m. to 7 p.m. To calculate fhe baseline for a given customer, the Company 

would average that customer's consumption fi'om 3 p.m. to 7 p.m. on the previous three 

days ofthe week Assume that on each day the customer had the consumption described 

m Table 2. 

Table 2. Hypothetical Customer's Daily Consumption (from 3 p.m. to 7 p.m.) 

I I l \ j • II II | l ul 

Tune 21 

Monday, June 22 

Tuesday, June 23 

Wednesday, June 24 

5kWh 

7kWh 

6kWh 

4kWh 

'^ The calculation of each customer's baseline and deviation from liie baseline will occur at fhe beginning 
ofthe calendar monfli following the month in which there were one or more critical events. 
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According to these assumptions, the customer's average consumption fi'om. 3 p.m, 

to 7 p,m. during the three previous days would be 6 kWh.̂ ^ During the critical event, the 

customer consumed 4 kWh, which is 2 kWh less than the basehne. Thus, tiie customer 

would receive a $2 aredit as a result of responding to the critical event (2 kWh x 

$1.00/kWh-S2). 

Note that by taking the three previous days as a baseline, the impact of weather is 

reduced since the basehne days are close in time to the day ofthe critical event. Further, 

to simplify the baselme calculation, the methodology does not distinguish between 

weekends, weekdays, andhohdays. 

E. Pilot Program Implementation 

Implementation ofthe DPP Program will begin with the identification ofthe pool 

of control group and test participants. Much of the information available to fhe Company 

regarding which customers have or do not have CAC is from the Residential Appliance 

Surveys ("RAS") that have been conducted approximately every two years for the past 

10 years. 

Control Group. Based on RAS mformation, fhe Company has aheady identified nearly 

all ofthe approximately 200 control group members that have CAC and has installed 

AMI meters at those locations under fhe Company's AMI research and development pilot 

project. Additional control group members with CAC wili be selected fi'om those already 

included in HECO' s Class Load Study ("CLS"). Residential customers in the CLS also 

have solid state meters with load profiling features, and onboard memory. Additional 

^̂  (5 kWh + 7 kWli + 6 kWh) / 3 = 6 kWh 
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appliance surveys may need to be sent to the CLS customers in order to complete the full 

200-customer with-CAC control group. 

Finding the approximateiy 200 control group members without CAC should be 

relatively easier because 93% of residential customers do not have CAC. The Residential 

Appliance Suwey and the Class Load Study participants also form the foundation for this 

second control group. However, additional appliance surveys may need to be issued in 

order to confirm the absence of CAC. 

Test Group. Recruitment ofthe 600 pilot program test participants in the DPP Program 

win begin upon approval of the program by the Commission. Approximately 400 ofthe 

test participants will t^ve CAC and about 200 test participants will not have CAC. Test 

participants with CAC may need to be selected fixim outside ofthe RAS and CLS 

participants since fhe number of customers with CAC is limited. In addition, since 

participation in the pilot is voluntary, and some potential participants will decline to 

emoU, the Company will need to identify more than the necessary 400 customers with 

CAC. Thus, additional appliance surveys may need to he conducted to create the pool of 

potential test participants with CAC. 

To the extent it is possible, given that participation in the PTR test portion of the 

pilot program is voluntary, the Company intends to pair each CAC participant who elects 

not to have an automatic thermostat installed with one in the same neighborhood who 

elects to have an automatic thermostat. Grouping by neighborhood will help ensure that 

program participants wiU have similar weather. 
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F. Event Communications and Thermostat Activation 

Communicating an event to pilot test participants is expected to be accomplished 

using 3"̂  party service providers. The service providers selected will offer secure data 

center infirastructures with software/networking development capabilities to interface to 

the Company's YUKON servers that will store the contact infoimation for the test 

participants. These 3"* party service providers are capable of broadcasting a large volume 

of notification messages through any ofthe selected communications channels: e-mail, 

text to cell phone, and automated Interactive Voice Response ("IVR"). Discussions with 

providers have resulted in assurances that any software interfaces required between the 

Company's servers (the Cannon-hosted YUKON facilities) and the notification service 

provider servers can be designed and will result in a seamless messaging function. Three 

communication messages are needed for each critical peak event - one to notify the 

participants that an event is scheduled in 1 to 4 hours (the notice will indicate the start 

time), one to notify participants that the event has started, and another to indicate that the 

event is complete. 

Activation ofthe automatic CAC thermostats will be by the Company's YUKON 

software that is currently being used to activate load contiol receivers in the Company's 

RDLC and CIDLC Programs. For those PTR test participants with CAC that opt to 

install a new automatic thermostat, the Company will be installing programmable 

demand response thermostats that are similar to those manufactured by Cannon 

Technologies ("Cannon") (Exhibit A) and are compatible with Cannon's YUKON 

soflware. Installation will be performed by a 3 party. 
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To fiirther enhance the communication of event activation the Company will 

select the option of a visual indicator (e.g., blinking screen, light, or icon, when the event 

has started) if the feature is available on the automatic thermostats. In addition, 

100 additional test participants (participants without an automatic thermostat) will be 

provided with an alphanumeric pager free of charge for the duration of the pilot that will 

sound or vibrate upon event activation, The pilot will test to see if the additional audible 

signal fiom the pagers has an impact on the amount of energy saved during a critical peak 

event. 

The YUKON software, currently configured to control load control receivers, will 

have to be configured to control these thermostats. For the purposes ofthe pilot program, 

the Company intends to have the new software components hosted at Cannon's server 

facilities in Minneapolis, Minnesota. This has the advantage of not requiring adjustments 

to the Company's load control YUKON software hosted at the Company's server 

facilities on Oahu and will avoid possible interaction with the existing RDLC and CIDLC 

Programs' l o ^ control receiver operation. 

PTR test participants, however, need not rely on only fhe CAC automatic 

thermostats to reduce load. The Company will encourage all participants to reduce theh 

consumption of energy during the critical peak event hy, for example, reducing the use of 

split and window air-conditioners and central air-conditioners not on the automatic 

thermostats, postponing the washing of clothes or dishes (including the postponement of 

hot water use), and timing off lights, televisions, and computers if not needed. 
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G. Implementation Schedule 

DPP program implementation (see Table 3) will consist ofthe following tasks 

(assuming the pilot program starts in September 2008): 

1. Recruit Participants. (September 2008 - November 2008) The Con^Kiny will 

recruit participants for the program test group using methods such as dhect 

mail and/or telephone. Recruitmait ofthe test group is expected to take two 

months. Potential customers that will make up the control group have aheady 

been identified as indicated above. Customers in the control group will not 

know that they arc part ofthe DPP Program. 

2. Install load data meters and remote-contiolled thermostats. (November 2008 

-December 2008) Installations will start during the recmitment phase. After 

emolhnent has been completed, approximately 600 customers will have a new 

meter installed which is capable of collecting, stormg, and transmitting 

interval load data. These meters will be left in the field after fhe pilot is 

completed. The Company will also contract to have automatic thermostats 

installed m around 200 ofthe 600 residences. 

3. Test day-ahead notification. (January 2009) Upon completion of meter and 

thermostat installations, the Company will choose the first often Critical Peak 

Periods and notify program participants during the preceding 24 hours. Focus 

groups conducted by the Company in July 2007 reported that they preferred 

being notified by telephone, email, or text messaging. Other methods may 

also be tested. After this initial test, the Company will ask test participants if 

and when they were notified and what actions they took to reduce electricity 
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use, if any. The responses vrill be combined with meter data analysis to see if 

participants increased or decreased tiieir electricify consumption during the 

critical test period. 

4. Test same-day notification. (Febmary 2009) After analyzing the results of 

the first test period, the Company will choose the second Critical Period, but 

will give participants between one and four hours advance notice, at the 

Company's discretion. This second test will simulate a critical period caused 

by the sudden loss of a generating unit. The same survey will be conducted to 

determine the efficacy ofthe notification method and to determine what 

actions were taken to reduce electiicify use. 

5. Designate and implement the remaining eight critical periods. (March 2009 -

December 2009) The subsequent eight critical periods will be chosen based 

on actual weather or system generation conditions during the remainder ofthe 

pilot year. 

6. Survey participants. (March 2009-December 2009) After the first two test 

notifications/critical periods, the Company may conduct additional surveys if 

warranted. As the 12-month pilot test period nears completion fhe Company 

will ask Ihat program and control group customers complete a Residential 

Appliance Saturation Survey. The survey collects information about family 

size, living area, water heating fiiel, appliance holdings, and income, which 

will be used to adjust for any differences between test participants and control 

group membCTS known to affect electricity use. 
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7. Evaluate program impacts. (January 2010-February 2010) SeeSectionV, 

Evaluation below. 

Table 3. Timeline for Implementation 

Task 

1. Recruit participants 

2, Purchase and install hourly load 
data meters and remote-controlled 
thermostats 
3. Test day-ahead notification 

4. Test same-day notification 

5. Designate and implement 
remaining eight critical periods 
6. Survey participants 

7. Evaluate program impacts 

Month(s) 

1-3 (Sep 08-Nov 08) 

3-4 (Nov 08 - Dec 08) 

5 (Jan 09) 

6 (Feb 09) 

7-16 (Mar 09-Dec 09) 

5-16 (Jan 09-Dec 09) 

17-18 (Jan 10-Feb 10) 

V. Evaluation study 

The purpose ofthe evaluation study is to use the results ofthe pilot to reach 

conclusions regarding the following five objectives fiom Section IH.C: 

1. Determine the demand reductions possible through a residential demmid 

response program; 

2. Identify cost and implementation issues in advance of a possible island-wide 

rollout of a residential demand response program; 

3. Determine customer program adoption rates and satisfaction with the 

program; 

4. Collect customer load profiles with and without central air-conditioners; and 
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5. Validate the abihfy of AMI meters to coUect and transmit accurate energy 

consumption information to the Company's billing system. 

Metered data will be analyzed to derive quantifiable answers to the following 

comparisons: 

1. The average energy (kWh) used during the critical periods compared with tiie 

average energy used during the participant's baseline; 

2. The participant groups' average energy (kWh) used during the critical periods 

compared with the control groups' average energy used; 

3. Theparticipant groups' average maximum demand each hour (kW) compared 

with the control groups' average maximum demand each hour; 

4. The percentage of program participants whose hourly data show a decrease in 

use compared to theh baseline (i.e., participation rate); and 

5. The percentage of control group members whose hourly data show a decrease 

in use compared to their baseline (i.e., free ridership). 

The evaluator will also be using recruitment information and information 

collected from surveys conducted of test participants and ofthe control group. The 

surveys will be conducted both during and at the end ofthe pilot period. This 

infoimation will help the evaluator determine, for example, whether program participants 

received event notification messages in time to reduce the amount of electricify they 

otherwise would have used during the critical six hoins, the changes in behavior that may 

have led to the reductions, and whether overall satisfaction with the pilot program is 

positive or not. 
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Benefit and cost information will be used to determine the pilot program's cost 

effectiveness, which will be used to help assess whether a broad deployment is 

warranted. HECO expects to use a third-party evaluator. 

VI. Program Budget 

The program incremental costs total $337,500, as shown in Exhibit B. While the 

pilot duration is 12 months, the budget extends over three years because program activify 

starts in September 2008 wdfh participant recruitment, implementation of PTR starts in 

January 2009 for 12 months, and evaluation efforts continue into 2010. The largest 

portion of costs is generated by the third-party recmitinent/evaluation effort and the 

purchase and installation of equipment necessary for remotely controlling air-conditioner 

set-points. 

The recruitment/evaluation cost includes control group and participant 

recruitment, participant education, the purchase and installation of evaluation meters, 

analysis ofthe metering data, derivation of demand and energy reductions, and 

recommendations regarding implementing dynamic pricing for all residential customers. 

Contiol and test group recruitment includes the surveys to identify the presence of 

CAC, the development of written material to inform potential test participants ofthe 

dynamic pricmg program provisions, and contacting potential participants for pilot 

program enrollment. The purchase and installation price for evaluation meters is based 

on evaluation meters bemg commercially available by May 2008, which is well in 

advance of tiie planned meter deployment in November 2008. 

28 



CA-IR-266 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 29 OF 86 

The thhd-party recruitment/evaluator cost estimate also includes detennining the 

validify ofthe collected metered data and calculating the demand and energy reductions 

as outlined in Section V, Evaluation Study. Also included in the scope are 

recommendations on implementation procedures and whether the dynamic pricing pilot 

should be converted to fiill deployment to all residential households. 

Vn. Recovery Mechanism 

A. Cost Rscoverv 

HECO maintains that the DPP Program is similar to its existmg DSM load 

management progiams (the CIDLC and RDLC Programs), in that under the DPP 

Program, incentives are paid to customers for kWh reduced when the Company 

implements load reductior^. The DPP Program is a pilot DSM program because this 

concept has not been implemented previously in Hawaii and it has not yet been proven to 

be cost-effective. In addition, the design and configuration ofthe program has not yet 

been shown to result in an efficient or effective implementation ofthe concept. While 

Cahfornia has implemented a demand response pilot program and the results ofthe pilot 

are available, the California pilot focused on critical peak pricing rather than the peak 

time rebate concept that HECO would like to explore in the Company's DPP Program. 

Therefore, HECO is requesting Commission approval to. implement this program as a 

pilot. 

HECO proposes to recover the incremental costs ofthe DPP Program (including 

the costs of evaluation meters and thermostat hardware) through the Residential DSM 

component ofthe IRP Clause. The cost ofthe evaluation meters will be reflected as a 
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deferred cost and will be amortized over the period that the costs are recovered through 

the Residential component ofthe IRP Clause (i.e.. one year). Witia the incremental 

budget as shown m Exhibit B the estimated residential bill impact ofthe recovery is 

about 0.0102 cents per kwh, or $0.06 on a monthly residential bill for 600 kwh. 

The DPP Program will requhe the Applicant to incur expenses for administration, 

implementation^ and evaluation of the program. 

HECO requests that the Commission allow the continuation ofthe use ofthe 

currently implemented and Commission-approved Residential DSM Adjustment 

component ofthe IRP Clause ("DSM Surcharge") to recover program costs. In order to 

continue the reduction of administrative biurdens, HECO requests that tiie Commission 

continue to allow contemporaneous expense recovery. 

The DSM program cost recovery mechanism authorized by the Commission 

provides that program costs are forecast for the coming year, and the costs are recovered 

over the forecast year. This method eliminates the need to accrue large carrying charges 

on DSM program costs because the timing ofthe expenditure outlay and the revenue 

recovery will be generally consistent. 

Program cosls are translated into a per kWh charge that recovers the program 

expenses and revenue taxes from fhe rate schedules eligible to participate, b^ed on the 

forecast level of sales at the time ofthe DSM program apphcation is approved. Toward 

the end of each program year a budget for the foUowing year is prepared and included in 

the Annual Program Modification and Evaluation ("M&E") Report. 

A detailed accounting of costs and revenues is included in the Annual Program 

Accomplishments and Surcharge ("A&S") Report, which is filed about three montiis after 
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fhe program year ends. Based on the budget filed in the Annual Program M&E Report 

for the last program year and the variance between revenues and program expenses 

reported for that year in the Annual Program A&S Report, a revised program cost 

surcharge is calculated and used to recover the expenses for the current program year. As 

stated above, all revenues generated through the DSM surcharge are reconciled annually 

with the actual costs incurred, and any over collection or under collection, v/ith interest at 

HECO's authorized rate ofreturn, is credited or debited against flie next year's cost 

recovery amount. 

The Annual Program M&E Report filed by HECO on November 30, 2007 did not 

include a budget for the DPP Program. Further, the 2008 Annual Program A&S Report 

was filed on March 31, 2008, prior to the filing with the Commission ofthe application 

requesting approval for this program. Therefore, if the Commission approves the DPP 

Program prior to the filing of HECO's Annual Program M&E Report in November 2008, 

HECO wiU mclude die DPP Program budget in the 2008 M&E Report, and recover the 

actoal 2008 program year costs foUowing tiie fiUng of ite 2009 Aimual Program A&S 

Report in the March 2009 timeframe. 

B. Rate Impacts 

The estimatedimpactof recovery of costs for this program on Applicant's rates is 

summarized in Table 4 with detailed calculations found in Exhibit C. 
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Table 4. Projected Rate Surcharges (Cents/kWh) By Year 
(Source: Exhibit C) 

Year 

2008 

2009 

2010 

Cents/kWh 1 

0.0102 

0.0039 

0.0084 

Note; Rate surcharges are not cumulative; each year's surcharge expires atthe 
end of that year. The estimated impact on a monthly bill for a residential 
customer using 600kWh is $0.06. 

VHI. Program Reporting 

Given the level of expenditures that will accompany this DSM load management 

program and the key role that DSM will play in meeting Applicant's energy and capacify 

requirements, timely and complete information needs to be provided to the Commission 

and to other interested parties on the progress ofthe program and its cost. HECO wiU 

include the information regarding this program, including die findings ofthe customer 

surveys, in the two existing annual DSM filings with the Commission. These annual 

filings, which are in addition to the final pilot program report, are: 

• The annual M&E Report will provide a forecast of expenditures and program 

participation. The M&E Report wiU be filed around November of each program 

year, to become effective on January 1 ofthe following year. 

• The annual A&S Report will present the costs incurred in the previous year and 

document the revenues collected. This report wiU also describe the past year's 

accomplishments. The variances between costs incurred and revenues collected, 

along with the forecasts filed in the M&E Report, will be used to estabhsh a new 
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cost recovery factor. The A&S Report will be filed around March, followuig fhe 

receipt ofihe prior year's final financial information. 

WHEREFORE, Applicant respectfully requests that this Honorable Commission: 

1. Approve its Dynamic Pricuig Pilot ("DPP") Program; 

2. Find that fhe costs of the proposed DPP Program are reasonable; 

3. Allow HECO to recover the reasonable costs incurred by HECO above costs 

included in base rates (i.e., the "incremental DPP Program costs") estimated to be 

$337,500, and associated revenue taxes, if apphcable, through the Demand-Side 

Management ("DSM") Adjustment component ofthe Integrated Resource 

Planning Cost Recovery Provision ("IRP Clause"); 

4. Allow HECO to record the cost of fhe evaluation meters as a deferred expense 

that would be amortized over the period that the costs are recovered through the 

Residential component ofthe IRP Clause (i.e., one year); and 

5. Grant Applicant such other and further relief as may be just and equitable in the 

premises. 

DATED: Honolulu, Hawaii, April 24, 2008 

HAWAHAN ELECTRIC COMPANY, INC. 

William A. Bonnet 
Vice President, Government & 
Communify Affairs 
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STATE OF HAWAII 

CITY AND COUNTY OF HONOLULU 

) 
) ss, 
) 

WILLIAM A. BONNET, being first duly sworn, deposes and says: That he is the 

Vice President, Government and Community Affairs of Hawaiian Electric Company, 

Inc., Applicant in the above proceeding; that he makes this verification for and on behalf 

of HECO and is authorized so to do; that he has read the foregoing Application, and 

knows fhe contents thereof; and that the same are tme of his own knowledge except as to 

matters stated on information or belief, and that as to those matters he believes them to be 

true. 

V5,W-a^—j-
William A. Bonnet 

Subscribed and swom to before 

me this Apr i l 24, 2008 

Deborah Ichishita 
Notary Public, First Circuit 
State of Hawaii 

My Commission expires JUL •*• ^ ^ ^ 
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Exhibit A 

Page 1 o f 2 

The ExpressSlat Programmable Demand Rcspome 
Tbermostat provides a wireless cominunicatiaii 
link Vi-ith the ckctric utility. Critical Peak 
Program partictpanls may opttonally program the 
tbermitstat's daily schedules and critical peak period 
reduction levels nnng an intuitive interface on the 
utility Web site. 

Features 

The ^tprcAn^atihraincafat includes the followme reatun^; 

U Eneisy lavings amJ comfort wifti fbuE selectable periods per 
weekday, Satenky, and Sunday 

Uliliiy control of temperature set i^c^ scipoin^ or compressor 
oyding 

I'. : u Ulility control sintus indicator 

i i Motorola FLEX'paging coinmurkalion 

V4 R*dundant nationalise pagine providers 

Ci Compalibte wilh. conventional ojie-si«sc healing and cooUng 
equ^mew: and inuiti-singe hearing and cooling heal pumps 

i.l IOO day loEpog for ioad rcsenich and Iroublcshoofing 

' J Applicable to priee responsive cr eriiiral peak pricing programs 

C A N N O N 
J - £ C H r M O L . O G I E B 

Energy Saving Programs 

Tha ExpfensStattKttiani Rt'iponsc 
ThetmostaialJowsconHumirsto 
paiticipBtB incncigysBVinEpTOExMns 
by empowering them to choose a ievci 
of conttol thai fits iheir Bfts^lt. 

PrfrCooHnt w Pre-Heittng 

A P«-GooliBg or Pie-Heating prepara 
allows tKe utility to coclral lhe dieonostiif 
» pre-cool or prs-ho«»Iic home in the 
moming, and tlicn j;iadua'.lj> raise or lower 
IhekinperntiucdufingdiciiDy; Pie-Coo)ing 
or Pie-Hcaling isoftoi used in canjunction 
with other demand leiiietion pmgr3m.<i. 

Price Responsive Mode 

[>jnng liigh dcmanJ pedods. paificipanlt 
ofCiiu'cal Peak Piogram! oao progiam the 
EgwEi.i.Iffl̂ ihcnnostai rn aaLomalically 
incTBaiEiii diE lemperamre aneormEire 
dcgjccj. ID help reduce demaiui, conserve 
eneiuy, and saue money, 

Tcmpc til tare Setpoint 

ATcmperilhin: Selpoini proj^ui allows the 
udliiy IQ contn]) the ataolute tFinpcnitiiiE oi 
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C A N N O N 
.TECHNOLOGIES 
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CPP pilot budget 03-28-08 app.xis 

Dynamic Pricing Pilot Program 
Incremental Budget ($) 

Customer incentives 

Ysarl Year 2 Year 3 Totai $ 

0 11.000 0 11,000 

Outsiide Sen/ices 
Themioslats/'pagers 
Adm inistration/lnstaliation 
Software Hosting 
Event Communications 
Evaluation 

FBcruit/Educale/Sufveys/Analysis 
Evaluation Meters 

Total Outside Services 

Total 

50,000 
26,0(X) 
16^00 

0 

40,000 
90,000 

222^00 

222,500 

15,000 
20,000 
9.000 

20,000 

10,000 

74.000 

85,000 

30,000 

30.000 

30,000 

65.000 
46,000 
25,500 
20,000 

80,000 
90,000 

326,500 

337,500 

Budget does not Include the following Base direct labor: 

Yearl Year 2 Year,a Total $ 

Direct Labor (base) 10,580 13,899 11,728 36,216 

Exh B - Summary 3/28/2008 
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Residential Bill Impact of the Dynamic Pricing Pilot Progiam 

Yearl Year 2 Year? 

Program Expense (S) 222,500 85,000 30,000 

Projected Residential Sales (GWH) 2172-0 2174.8 2188.5 

Impact (*/kwh) 0.0102 0.0039 0.0014 

Monttiy 6TO kwh Bill Impact ($) 0.0612 0.0234 O.0OS4 

Exh C • Rate impact 3/28/2008 
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Exmrnxn 
DEMAJVD RESPONSE AND DYNAMIC PRICING PROGRAMS IN NORTH AMERICA 

Experimental evidence from Caiifomia, Illinois, and Ontario, Canada has indicated that 

residential and small commercial and industrial customers will respond to dynamic 

pricing signals by lowering their demand during peak times.^ This evidence is generally 

consistent with earlier results from pilots that were carried out ia the late seventies and 

early eighties under the auspices oftheUSDepartment of Energy and the Federal Energy 

Administration.'^ It shows that, on average, customers will respond to higher prices by 

lowering usage during peak hours and by so doing, will reduce their annual power bills. 

In a $20 million California Statewide Pricing Pilot (SPP) that involved some 2,500 

residential and small commercial and industrial customers over a three-year period 

(2003-05), California's three investor-owned utilities tested a variety of dynainic pricing 

designs. The experimental process involved a working group that was facilitated by the 

state's two regulatory commissions and involved dozens of interested pardes and 

stakeholders. 

The Caiifomia experiment provided time-varying prices and smart meters to all 

participants, hx addition, some ofthe participants also received enabling technologies 

such as smart thermostats and always-on gateway systems. Smart thermostats 

automatically raise the temperature setting on the air-conditioning thermostat by two or 

four degrees when the price becomes critical. Always-on gateway systems adjust the 

iisage of multiple appliances in a similar fashion and represent the state-of-die art. 

The experiment showed diat the average Califomian customer reduced demand during 

the top 60 sumaner hours by 13 percent in response to d3'namic pricing signals that were 

' Several other pilot programs are imderway at fbis •writing in the United States and Canada. These include 
the District of Columbia, Idaho, Missouri, New Jersey and the Canadian province of Ontario. However, 
with tbe exception of Ontario, few if any resiilfs are yet available from these pilots. New pilots are being 
planned, such as those in Baltimore, Maryland, 
^ Results from that earlier generation of pilots are summarized in Ahmad Faiuqm and J. Robert Maiko, 
"Residential Demand for Electricity by Timc-of-Use: A Survey of Twelve Experiments witii Peak Load 
Pricing," Energy: The International Joumal, 1983. 
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five times higher than their standard tariff^ Customers who had a smart thermostat 

reduced then load about twice as much, by 27 percent. And those who had the gateway 

system reduced dieir load by 43 percent,** 

The experiment also showed that customers did not respond equally to the price signals. 

Some responded a lot and some did not respond at all. In fact, about 80 percent ofthe 

collective demandresponse came fromjustSOperceut ofthe customers. Of course, what 

matters in terms of demand response system benefits is the response of all customers in 

the aggregate, not the response of each individual customer. 

California's saturation of central air conditioning (CAC) is around 38 percent, while the 

saturation of CAC in HECO's control area is seven percent. CAC saturation is likely to 

have a significant influence on the overall level of peak demand reduction that can be 

achieved through dynamic pricing, because customers with CAC have generally 

exhibited a greater abilily to reduce peak demand than those who do not have CAC. 

Thus, a lower CAC saturation could mean lower demand reductions. Due to this and 

other differences between Caiifomia and Hawaii, it is imlikely tiiat HECO's customers 

will (display the same responses as were observed in California. Thus, it is important for 

HECO to conduct is own pilot with dynamic pricing. 

Customer satisfaction was high in the California experiment. Li fact, over 80 percent of 

residential customei^ who participated in the experiment indicated that they would like to 

stay on the experimental CPP rate even without continuation of the appreciation payment 

tiiat they received for participating. This was primarily driven by the customers' 

recognition that the new rate provided them with the opportunity to save money on theur 

^The 13 percent drop occurred during the six monlhs of the summer season firom May to September, 
Responses during tbe inner summer months of June-August were a percentage point higher. The 14 
percent munber migiht be more applicable during critical-peak conditions. 

Ahmad Famqui, "Pricing Programs: Time-of-Use and Real Time," in Encyclopedia of Energy 
Engineering, 2007, forthcoming. 
* The findings of flic Caiifomia pricing experiment are consistent with those of otiier pricing experiments 
that have been carried out over the past three decades, botli in the US and abroad. For a recent survey, 
consult Chris King and Sanjoy Chatterjee, "Predictmg Caiifomia Demand Response," Public Utilities 
Fortnightly, July 1,2003. 
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electric bill. Witii the inclusion ofthe appreciation payment, over 90 percent of 

residential customers indicated tihat fhey would want to remain on the new mte. 

In the Cahfornia SPP, customer responsiveness to a PTR rate design was not estimated. 

However, it is expected for fhe purposes ofthis initial analysis that customers 

participating in the PTR would produce similar peak reductions as those on the CPP rate. 

If customers view these as bemg equal, then they would be expected to produce an equal 

response under the two programs. 

Alternatively, a recentiy released pilot by Hydro Ottawa found that customer response to 

its PTR was significantly lower than the response to the CPP rate (potentially 50 percent 

lower).^ Thus, there is a degree of uncertainty surrounding the PTR impacts that exceeds 

the uncertainty ofthe CPP impacts. 

^ IBM Global Business Services and eMeter Strategic Consulting, "Ontario Energy Board Smart Price Pilot 
Final Report," prepared for tiie Ontario Energy Board, July 2007. 
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EXHIBIT E 

Focus Group Testing of Residential Peak Pricing Plans: Critical Peak Pricing and 

Peak Time Rebates 
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WARD RESEARCH 
I N C O R P O R A T E D 

FOCUS GROUP TESTING OF 
RESIDENTIAL PEAK PRICING PLANS: 

CRITICAL PEAK PRICING AND 
PEAK TIME REBATES 

Prepared for: 

HAWAIIAN ELECTRIC COMPANY 

September 2007 

828 FORT STREET MALL. SUITE 210 • HONOLULU, HAWAII 96813 • TELEPHONE: (808) 522-5123 • FAX: (808) 522-5127 
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EXECUTIVE SUMMARY 
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This sumrrmry presents the highlights from four focus groups conducted July 31^ 

and August l", 2007, among Hawaiian Electric Company customers. The overaU 

purpose of the groups was to explore customer reactions to two possible peak time 

pricing pians, Critical Peak Pricing (CPP) and Peak Time Rebates (PTR). The customer 

focus groups comprised the following: 

• Two groups with central air conditioning (single-family dwellings only); 

• One group with window and/or split system air conditioning; and 

• One group with no air conditioning. 

The findings from the groups were extremely consistent, with the PTR program 

clearly preferred over CPP. In fact, responses to PTR were so positive that, in three of 

the groups, there was an unsolicited suggestion that PTR should be implemented for 

everyone, since there are no punitive aspects to this program. Tliis was tested in the 

fourth group, as well, with each group feeling that a universal roll out — with an opt-out 

procedure, just in case a customer did not understand or did not wish to participate — 

could be endorsed quite comfortably. 

The CPP plan was introduced in the groups first, so that reactions would not be 

influenced by familiarity with PTR. In each of ±e groups, reactions were quite 

consistent: 

• The CPP plan, with rate premiums during peak periods and discounted rates 

during the remainder of the year, was found to be far too complex; and 

• Additionally, participants were unable to easily estimate the net cost/savings 

impact they would experience. 

-%' 

WARD RESEARCH, INC. • 828 FORT STREET MALL, SUITE 210 • HONOLULU, HAWAII 96813 • PRONE: (808) 522-5123 • FAX: (808) 522-5127 
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Reactions to PTR, then, were in contrast to those expressed in response to CPP. 

Participants found PTR to be: 

• Quite simple to understand and relatively easy to estimate the impact it could 

have on their household; and 

• A positive plan, offering incentives through possible savings, rather than the 

"punitive" CPP plan they had just reviewed and characterized. 

One important aspect of this program is its acceptance in single-family dwellings 

with central air conditioning. Some drew comparisons between this program and the 

EnergyScout"^ program for residential hot water heating. However, they could more 

easily justify participating in the EnergyScout program than they could justify 

participating in this air conditioning program. "Turning over control of my air 

conditioning..." one man said, "...now we're talking about my comfort and changes that 

will be noticed." Some, too, expected monthly compensation for participation via special 

thermostat access (such as the $3 monthly credit for EnergyScout); saying that the 

program currently does not offer adequate incentives. An additional concran expressed 

was the "high tech" nature of their central air conditioning system and the possibility that 

replacing the thermostat might have unexpected impacts on their system. 

There are a number of factors that likely will influence the success of die progiam 

and must be addressed in educational efforts in its launch. These include: 

• Lack of familiarity with kWh as ti;ie unit measuring residential electricity 

usage; 

• Very low awareness of the current cost per kWh, such that expressing 

premiums or rebates as adjustments to the current rate will not be understood; 

4 

WARD RESEARCH, INC. • 828 FORT STREET MALL, SUITE 210 • HONOLULU, HAWAII 96813 • PHONE: (808) 522-5123 • FAX: (808) 522-5127 
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• A lack of understanding of the relative usage of various major appliances and 

electronics, which will make it difficult to estimate potential savings without a 

list of such guidelines; 

• The tendency of some residential users to believe that any amount they might 

conserve would be so small as to be insignificant, allowing them to point their 

fingers at the large commercial users; and 

• A low level of awareness of past reliability "events", which may lead to some 

confusion about when the pricing plan is in effect. (Several participants 

initially confused these reliability events with Hawaiian Electric's general 

conservation messages.) 

Overall findings from the research suggest that the PTR program could be rolled 

out to all households, with an opt-out provision, given its simplicity; its positive, 

incentive-oriented approach; and the lack of any punitive component. Most certainly, 

offering it as a voluntary plan would generate positive response among the general 

populace. A greater challenge will be motivating those with central air conditioning to 

install Hawaiian Electric's recommended thermostat, as will be managing the expectation 

of additional incentives among tliis group. 

r 
WARD RESEARCH, INC. • 828 FORT STREET MALL, SUITE 210 • HONOLULU, HAWAII 96813 • PHONE: (SOS) 522-5123 • FAX: (808) 522-S127 
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BACKGROUND AND OBJECTIVES 

As Hawaiian Electric plans for the possible implementation of a voluntary critical 

peak pricing plan, two plans moved forward for testing. The company wished to explore 

customer reactions to the two plans, Critical Peak Pricing (CPP) and Peak Time Rebates 

(PTR). 

To do this, the company commissioned Ward Research to conduct focus group 

research among customers. The overall objective of the research was: 

TO EXPLORE CUSTOMER REACTIONS TO TWO PROPOSED VOLUNTARY 

PRICING PLANS, CRITICAL PEAK PRICING AND PEAK TIME REBATES — 

WITH PARTICULAR INTEREST IN THOSE HOUSEHOLDS WITH CENTRAL 

AIR CONDITIONING. 

Specifically, the research was designed to explore these questions: 

V What are customer reactions to the proposed pricing plans? 

v̂  What are motivations for participation? 

v̂  What are barriers to participation? 

v̂  What are levels of understanding of foundational concepts in these pricing plans, 

such as units of measurement of electricity usage, current pricing, and past 

reliability "events"? 

^ What are levels of interest in the Programmable Demand Response Thermostat 

among those single family dwelling households with central air conditioning? 

WARD RESEARCH. INC. • S28 FORT STREET MALL, SUITE 210 • HONOLULU. HAWAII 96813 • PHONE: (808) 522-5123 • FAX: (808) 522-5127 



CA-IR-266 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 50 OF 86 

Exhibit E 
Page 9 of 44 

RESEARCH METHODOLOGY 

The focus groups were held on M y 31 and August 1, 2007, with a total of four 

(4) groups conducted. A total of 29 residential customers participated in the groups, 

which were segmented as follows: 

• Two groups with cential air conditioning (single-family dwellings only); 

• One group with window and/or split system air conditioning (single- and 

multi-family dwellings); and 

• One group with no air conditioning (single- and multi-family dwellings). 

Participants were recruited from the Ward Research Participant Referral 

Database. (A description of the characteristics of participants follows this section). They 

received a cash gratuity for their participation, l i ^ t refreshments were served, and 

parking was validated. The sessions were both audio and videotaped, with video release 

signed by all participants. 

All groups were moderated by Rebecca S. Ward, President, and held in the focus 

group facility in the Ward Research downtown Honolulu office. This facility feature a 

conference room, one-way mirror, viewing room, and sound system. Hawaiian Electric 

staff members observed the discussions from the viewing room. 

Prior to the conduct of the groups, a discussion outline was developed and 

submitted to the client for review and approval. Handouts also were developed from 

materials provided by Hawaiian Electiic, for use in the discussion. Copies of flie 

discussion outline and the handouts are in the Appendix. 

f 
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Gender 

Male 

Female 

Afie 

25 - 34 years 

35-44 years 

45 - 54 years 

55 - 65 years 

65 + years 

Ethnicity 

Caucasian 

Chinese 

Filipino 

Hawaiian 

Japanese 
Mixed/Other 

Household Income 

$30,000 - under $40,000 

$40,000 - under $50,000 

$50,000 - under $75,000 

$75,000 - under $100,000 

$100,000 or more 

Years in Hawaii 

2- less than5 years 

5 - less than 10 years 

10 or more years 

Lifetime 

Single-
Family Home 
Central A/C 

8 
4 

7 

4 

1 

3 

3 

2 

1 

3 

2 

4 

4 

2 

1 

4 

7 

Single-Family & 
Multi-Family 

Homes Window 
andSpUtA/C 

5 

4 

1 

2 

4 

1 

1 

2 

2 

1 

1 

2 
1 

3 

2 

4 

1 

4 

4 

Single-Family 
& 

Multi-Family 
Home No A/C 

4 

4 

1 

4 

3 

4 

1 

1 

1 

1 

2 

1 

2 

1 

2 

4 

4 

Total 

17 

12 

1 

10 

12 

5 

1 

9 

6 

4 

3 

6 

1 

5 

3 

8 

5 

8 

i 

12 

15 

8:;: 
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Area 

Central Oahu 

East Honolulu 

Ewa Plain 

Pearl City/Aiea/Moanalua 

Urban Honolulu 

Windward 

Occunatlon 

Professional 

Technician 

Manager/Administrator 

Sales/Supervisor 

Clerical 

Skilled Laborer 

Service Worker 

Retired 

Stijdent 

Own or Rent 

Own 

Rent 

Live with family 

Household Size 

One 

Two 

Three 

Four 

Five 

Six or More 

Single 
Family Home 
Central A/C 

3 

2 

6 

1 

4 

2 

1 

1 

1 

1 

2 

12 

2 

3 
3 

3 

1 

Single Family & 
MuUi Family 

Homes Window 
and SpHt A/C 

3 

3 

2 

1 

2 

1 

2 

1 

2 

1 

7 

1 

I 

4 

2 

1 

2 

Single Family 
& 

Multi Family 
Home No A/C 

1 

3 

1 

I 

1 

1 

1 

1 

3 

2 

1 

6 

2 

2 

2 
1 

3 

Totai 

7 

5 

10 

2 

3 

2 

7 

4 

4 

1 

5 

1 

3 

3 

1 

25 

3 

1 

2 

8 

6 

6 

4 

3 

9 

WARD RESEARCH, INC. • 828 FORT STREET MALL, SUITE 210 • HONOLULU, HAWAII 96813 • PHONE: (808) 522-5123 • FAX: (808) 522-5127 
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Housine Tvoe 

Single-Family Dwelli ng 

Multi-Family Dwelling 

Tvpe of A/C 

Central 

Window 

Split 

Botii Window & Split 

None 

Averaee Monthly BiU 

Less than $50 

$50 - 1 0 0 

$101 - 1 5 0 

$151 - 200 

More ttian $200 

Don't know/Refused 

(continued) 

Single 
Family Home 
Central A/C 

12 

-

12 

~ 

~ 

~ 

-

-_ 

3 

4 

3 

2 

Single Faoiily & 
Multi Family 

Homes Window 
and Split A/C 

7 

2 

3 

5 

1 

,-

2 

2 

3 

-.-

2 

Single Family 
& 

Multi Family 
Home No A/C 

4 

4 

~ 

~ 

~ 

8 

1 

5 

2 
-̂  

— 

-

Total 

23 

6 

12 

3 

5 

1 

8 

1 

7 

7 

7 

3 

4 

IQ; 
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NARRATIVE OF FINDINGS 
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I. AWARENESS OF RELIABILITY '̂ EVENTS" AND PRICING 

The groups began with a discussion of concepts related to the measurement and 

pricing of electricity, as well as awareness of past reliabdHty "events" when Ifewaiian 

Electric has asked customers to curtail/conserve for a specific period of time. 

Awareness of Reliability "Events" 

The moderator began by asking if participants were aware of times in the past 

when Hawaiian Electric has asked residents to conserve energy for a specific period of 

time, "due to concems about supply and/or demand." 

Their reported awareness of these reliability events was quite low, with only a few 

able to recall maintenance on Hawaiian Electric generators causing a shortage in supply 

and, at that time, being asked to conserve. 

"I remember one afternoon at 4 p.m. I got an email that said HECO 
was asking us to conserve because it was a critical time for them." 

"Sure, when there's heavy usage, like in summer when everyone's 
using their air condidoning and they ask us to reduce use of electricity 
to avoid rolling blackouts." 

"One time they said they had one of the generators out at the local 
power station and they told everyone to cut back." 

However, most confined these "alerts" with Hawaiian Electric's overall 

conservation messages, as well as with the Board of Water Supply conservation 

campaigns they had seen. 

**They just ask everyone to conserve when they're at home." 

WARD RESEARCH, INC. • 828 FORT STREET MALL, SUITE 210 • HONOUJLU, HAWAII 96813 • PHONE: (808) 522-5123 • FAX: (SOS) 522-5127 



CA-IR-266 
DOCKET NO. 2008-0083 
ATTACHMENT 1 
PAGE 56 OF 86 

Exhibit E 
Page 15 of 44 

'fTbey usually come out with a recommendation to save energy in 
general, not really to prevent a shortage." 

"When you get youur biU, in the newsletter, they're always talking 
about conservation and how to reduce usage with your air conditioner 
or whatever." 

"IThese requests are] not as familiar as when they ask you to conserve 
the water supply. They're not as frequent as the water messages." 

**Now that I think about it, I do remember them asking us to conserve 
during one day, but that might have been to conserve water. I don't 
remember." 

When asked what Hawaiian Electric wants them to do during these alerts and 

whether or not they comply, each of the groups mentioned similar measures such as 

delaying doing laundry until after 9 p.m. or turning off lights and some appliances. Only 

a few mentioned mming off air conditioners. Most said they made a small effort to 

comply, but not to the point of causing discomfort or disrupting tiieir schedule. 

"I turn off a few lights or hold off on the Sundry." 

"They tell you things like to delay your laundry until after 9 p.m. I 
guess the peak usage time is up to 9 p.m. and they tell you to hold off 
on things until after then." 

"They say to try not to use power at peak hours in the evening. Not to 
wash your clothes or run your dishwasher them." 

"I turned off a couple of lights and a fan.. .just trying to do my part. I 
didn't turn off my a/c, but I turned off what I could around lhe 
house." 

**We turned off our a/c because that was about all we could do. We 
just didn't use it." 

'Sometimes I wonder about some of the things they ask you to do. I'll 
be the first one to turn off lights when tbey ask, but are we so 
outdated that our system can't support little things that barely draw 
energy, Hke cell phone chargers?" 
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Understanding of Measurement of Usage and Pricing 

Levels of understanding of electiicity usage, how it is measured, and how it is 

priced were found to be very low among all four groups. When asked how their usage is 

measured, one or two people in each group could offer that it is by the kilowatt hour 

(kWh). Otiiers in the groups, however, were unfamiliar with the kWh as the unit of 

measurement. 

The cost per kilowatt hour was even less clear, with responses varying from $.15 

to over $2 per kWh. Most, however, had absolutely no idea how much Hawaiian Electric 

charges per kWh. 

"How do they price — by kilowatt hours? Is that it? I see that on the 
bill." 

"They charge $2 per kilowatt hour...or $2-somethmg, maybe $2.38?" 

"I was thinking they must charge less than a dollar, or something, per 
kilowatt hour." 
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n. CRITICAL PEAK PRICING 

The first pricing plan to which participants were introduced was the Critical Peak 

Pricing (CPP) plan. The moderator handed out a sheet with a brief description (that can 

be found in the Appendix) and walked through the details of the plan with the group, 

saying tiic following: 

Hawaiian Electric is considering an optional program called Critical 
Peak Pncing. These events could happen any time during the year. The 
reasons to activate this request or pricing plan are the kinds of reliability 
issues that we just discussed. The maximum number of events is 10 per 
year; there could be fewer, but ihere's a maximum of 10. The duration of 
these events is four hours. It could happen at any time during the day. If 
you are in this optional plan, they would notify you at least four hours 
before the start. Remember that we're paying roughly $.20 per kWh now. 
With this Critical Peak Pricing plan, during this event, there will be a $1 
premium over the current rate. If you sign up for this plan, your usage 
would be billed at $1 over the current rate during these times. During all 
the other hours ofthe year, there would be a reduction on your rate and it 
would be .24 cents. Tliis is not $.24, but approximately one-quarter ofa 
cent, and it's across all the other hours ofthe year. 

The most common and immediate reactions, in all four groups, were either silence 

or confusion. What was most unclear to participants was what effect .24 cents would 

have on their monthly bills, althou^ most felt the impact of the savings would be 

minimal. 

"What does that mean?" 

"So you get this discount applied for the entire year, but during these 
events you have to pay this premium price?" 

"This is a discount? It's not even a full quarter of a cent" 
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**I don't understand how the discount works when you have to pay so 
much more." 

Some participants found the complexity of this pricing plan a hindrance to 

calculating their possible savings. 

"They should come up with a practice bill for the average consumers 
and what they would save. What would be the reduction from this?" 

"Who does this work out for, the electric company or us? Over the 
course of the year are we going to end up spending more or spending 
less? How does this work out for the consumer?" 

**They should put on your bill how much you would have saved if you 
had chosen to participate in this so that you could actually see what 
you could be saving." 

"That .24 of a cent is so hard for people to figure out because we 
didn't even know how much it was per kilowatt hour. They should 
just present it as a percentage so that people can better understand 
wlmt they would save." 

There was also some confusion about the frequency of events and how that would 

affect tiie participants' savings. Many came to the conclusion that the number of 

"events" would be close to 10, roughly one per month. Even when told that, historically, 

the number was closer to two or three, participants were still unable to translate this into 

estimated savings. 

"If it did come out to 10 events a year, what am I saving as opposed to not 
taking this option?" 

*1 probably wouldn't do i t I'd probably see how it goes for a while. 
If they're going to do a program like this, then they're probably going 
to give the conmiimity feedback in the newsletter or something, I'd 
want to know if it's saving people money or if it's costing people 
money," 

m 
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"You know when you look at these rates, they look so cheap. You 
cannot figure out why your bill is so high, hut it's because everything, 
all those things like the fridge that cannot be turned off, it adds up. I 
don't undei^tand how the discount would work if you're being 
charged more for things like the fridge that you can't tum off." 

"So when you sign up you really don't know how many events there 
are going to be. There could be one or ten. So probably, like, one 
time a month you're going to get charged extra for that four-hour 
period." 

Participants were also confused as to how HECO intended to notify them of each 

event, considering very few participants could recall having heard of these events 

previously. 

"How will they let you know? It seems like it would be reaUy difficult 
to let everyone know." 

'^What if the four-hour period starts at ti a.m.? Are they going to 
notify you at two in lhe morning?" 

"They probably wouldn't call early because the only time this is going 
to happen is peak times, and nobody is using that much electricity at 
n ight" 

"How are they are going to notify us? I'm not on the TV the whole 
day, or are they going to send me a text message or how are they gohig 
to let me know?" 

When participants were asked how they would want to be notified if partidpating 

in this pricing plan, responses indicated that a combination of channels will be necessary. 

Many felt that a phone call, email, or a text message would be best, while others 

reminded the group that traditional media, like television and radio, should also be used. 

Their responses indicated, however, a fair amount of concem about opting to participate 
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in the program, and then not receiving the notification - resulting in (what they believed 

would be) dramatic increases in their bills. 

*'A text message would be great, but there's a cost to sending a text 
message and not everyone can be reached that way. Put it on the 
news or let me choose how to be notified." 

'*It strikes me that administering all this would cost as much or more 
than the additional kilowatt hours used. Because ifl don't hear about 
it, and I end up getting charged extra, I'm not going to be happy." 

Participants were given a table of Energy Usage and Costs, listing the cost to run 

common apphances under normal circumstances as well as during one of the four-hour 

alerts (i.e. with the $l/kWh premium). This raised the question of whether or not 

participants would be able to modify their behavior in order to reduce energy 

consumption and, therefore, save money. Participants voiced the same kinds of 

resistances expressed earlier in the discussion, offering reasons they would not be able to 

significantiy cut back their energy usagp. Among the many reasons given, several 

participants' spoke about the needs of families with children. 

*T would have to go back to how much I save, and, having kids, it 
would really depend on when those four hours fall." 

"I'm in the situation where I have kids and I'm involved constantly in 
activities. I'm not quite sure how they would do this. If Hawaiian 
Electric is going to do this anytime of the day, I have to do thin^ at 
certain times and I could turn a couple of things off, but having two 
kids, if I need to feed them or bathe them, I can't wait untU late at 
n^ht." 

"My first thought was about people with kids. If you have kids, even 
with four hours notice, you couldn't necessarily be sure you could 
turn off the power or not use certain things." 

1 | 
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Other concems exprrased included being charged more for power consumed 

when an event occurs during the day and participants cannot go home to rairtatl usage, 

'Tf this happens, and it's some kind of emergency situation during the 
day, there's not going to be a lot of stuff on, but there will probably be 
some stuff that we could have turned off. I'm not going to run home 
and turn everything off in the middle of the day if this happens." 

"You have to have your refirigerator running and with that $1 
premium I would want to know how much that's going to cost me...or 
to nm the water heater. If that four-hour period hits while I'm at 
work and I can't go home and turn off my computer, then how is that 
going to affect my bill?" 

'*We know when the peaks are going to occur. If it happens in the day 
and I can't run home to monitor the usage, how do I get out of that?" 

When asked if they would volunteer for an optional CPP program, most 

participants were hesitant. Then concems about the net effect of a .24 cent discount 

versus a $l/lcWh premium (during events) surfaced as the key barrier to opting in, whUe 

also reinforcing concems such as those expressed above. 

**I would consider it if I a>uld be sure I would get notified. But it 
seems like you wouldn't always be able to save. You might save $20 
over the year, but if you can't cut usage once and it costs you an extra 
$45, then what's the point?" 

*Tm not sure the incentive is really there. The incentive is a little on 
the small side for me...especially if I'm already conserving." 

"This is such a tiny amount that they're letting us save...this .24 of a 
cent..,lt's so small that it really doesn't do anything to convince me or 
anyone to join." 

'*I would consider it if the discount would make a dent in my 
costs...but a fraction ofa cent...would that really matter?" 

'*If I had more informadon I nright sign up. I would have to look at 
the number of kilowatt hours I use and how much the .24 of a cent is 
saving me versus the maximum that tbey could be charging me, in 
order to understand how this is going to work for me." 
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IIL PEAK TIME REBATES 

When presented with the Peak Time Rebate (PTR) plan, participants were more 

responsive and found this plan to be much simpler to understand. The following 

explanation was given to them with an ^companying handout (see Appendix). 

This plan is PTR, which is Peak Time Rebate. As we go through the first 
several options, they are the same. The event could happen anytime 
during the year. The reasons for activation are the same as what we 
talked about The maximum number of events a year is ten. Maximum 
duration of each event is 4 hours per event Possible timing is anytime 
during the day. Advanced notification is at least four hours. So those 
conditions are all the same. The electricity price during the event is a $1 
per kWh rebate for energy saved. There is no additional discount through 
the rest ofthe year, as this is an event rebate. 

The initial reactions were very positive, particularly when contrasted with 

reactions to the CPP plan (tested eariier in the groups). Participants applauded the rebate 

approach, saying that it lacked the "punitive" nature of CPP. However, some questions 

surfaced about how Hawaiian Electric would measure "energy saved". 

"Sign me up. This is a win-win." 

"I like this idea a lot better than the first one." 

"This plan is simpler and much more appealing, but how are you 
going to know? You're going to have a much more powerfiil meter to 
know how much you've saved during those four hours." 

'*This plan is much better because they're giving us something. We're 
all going to feel like they're giving us something instead of charging us 
so much more or punishing us for using energy. No one's going to 
want that. This is a lot more appealing. And if it's a rebate then 
you're not going to care as much about how it's calculated because, 
you'll be getting some money back. As long as they're giving us a 
rebate, I don't care how they do it but I'll participate." 

20 
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In tiiree of the discussions, participants suggested (without prompting from the 

moderator) that this plan should be rolled out to all Hawaiian Electric customers with the 

option to opt out, rather than making it voluntary. Given this unaided suggestion, the 

moderator asked the participants in the fourth group tiieir feelings on the matter, and they 

agreed with the others that this plan should apply to all. 

'*Why would there ever he a reason not to do this? They should just 
give this to everybody because it's a rebate. So even if you don't save 
anything it doesn't cost you anything. You wouldn't have to opt out, 
either, because it wouldn't cost you anything. Maybe if you see that 
your bill went down in that four-hour period, then maybe you would 
try a little harder to conserve the next time." 

'*Why would you opt out of this plan? It 's to your advantage to stay 
in." 

"This plan lools hke it doesn't need to be optional...they could just 
implement It. You don't necessarily need to sign up for this since it's 
a rebate...just gjve the rebate." 

"They should just implement this. There's no reason why they 
couldin't just do this, since it's not going to negatively impact 
anybody." 

Another question raised by participants was how the electricity saved would be 

measured. The moderator explained tiiat Hawaiian Electiic would compare the four-hour 

event to the average of three similar four-hour periods (on similar days of the week) in 

order to calculate energy saved. 

"What's the baseline? What's the startuig pohit?" 

'Teople are going to feel like they conserved during that time and the 
amount that they think they saved may not show up on their bill. 
Then they're going to call customer service and say 'hey, where is my 
money?' because they're going to think fhey saved more than they 
probably did." 
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"Will the bOI still look the same? Will they break it down and tell us 
more information on the bill? Like that specific time period and then 
look back at previous periods to show us how much we're saving? 
Here it doesn't sound like it's going to explain much to us." 

"It would be useful to compare. They've got to show you how much 
you used three days prior and on the day of the event to see what t i ^ 
difference is. I'd like for them to show me the details, not just what I 
saved." 

"Wouldn't it be better if they looked at Thursday, Thursday, 
Thursday instead of the three days before? Most people probably do 
the same thing every week on Thursday, hke soccer practice or 
something." 

A few participants without air conditioning expressed some reservations about the 

PTR plan after reviewing the Energy Use Guidelines provided in the groups. They saw 

that the only "significant" savings would be enjoyed by those who could curtail their air 

conditioning, due to the relatively low levels of consumption associated with most other 

appliances and activities. One man concluded that, because he uses less electricity than 

people with air conditioning, he might somehow end up subsidizing the rebates to high 

energy users, i.e. those with air conditioning. One or two others in that group followed 

his reasoning and expressed similar concems. 

" I 'm a really small energy user; I don't have central air conditionii^. 
I don't use a dryer. So, I don't really see how I would save much 
money during these events. So they're going to give this money out to 
pKiple who use air conditioners and then eventually have to raise the 
rates for everyone else to afford this program. We're subsidizing 
people with air conditioning. The cc^t is going to come back around 
to us." 

"If this plan demonstrates that it's going to lower costs to HECO and 
the rest of us are not going to end up paying for it then, yes, that 
would be hotter. I would participate." 

*1t's a win-win situation.. .unless, of course, we're fiinding i t " 
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However, participants in all groups agreed that if the PTR plan were to be rolled 

out to all customers, they should also be given tiie option to opt out; whether or not it 

seems nece.ssary to do so. 

"Tf it doesn 't affect you - because there's no penalty - then those who 
do read it and want to opt out can. But most probably won't notice 
until maybe they save some money during one of these events...and 
then why would they opt out of saving money?" 

"Some people are not going to want to have programs applied to them 
without their consent, so would need the option to opt out." 

23' 
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rv. THERMOSTAT CONTROL COMPONENT 

The two groups of single-family home dwellers with central air conditioning were 

presented with an additional feature that would support participation in either CPP or 

PTR. This was an option to have their central air conditioning thermostat replaced by 

Hawaiian Electric, at no cost to them, with one that Hawaiian Electric could remotely 

control. When the reliability "events" occur, Hawaiian Electiic would increase the 

temperature four degrees, thereby ensuring less consumption. Some participants heard 

the description and drew a parallel between this control feature and the water heater 

EnergyScout program. 

'This would be just like the wato* heater program." 

Most, however, were quite apprehensive about having their thermostats replaced 

by Hawaiian Electric and allowing the company to change the temperature of their 

homes. They felt that their air conditioning systems are more "high tech" and complex, 

with intricate programming that they have worked hard to finetune. 

"I don't know about anybody else, but if they raise mine four degrees, 
I'll be in the 80s...and that's getting warm." 

*Tf we're not home it really woiddn't matter, but if you're sleeping at 
night and you wake up and it's hot, then that's a problem. I probably 
wouldn't opt to have big brother in my house." 

"My feeling witih the a/c is that tihe components are more high-tech, 
more complex, and I don't want them messing with my system. I've 
installed one that's pretty efficient and the thermostat is part of that 
system and I don't want them changing it out or going big brother on 
my a/c It's just an expensive complex system and I don't want tiiem 
messing with that" 
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"I can't bdieve that they could access all of our different and complex 
systems and control them without breaking them or causing 
problems." 

When challenged by the moderator regarding how they could support the 

EnergyScout program and not this central air conditioning thermostat program, 

participants were very clear that the two differed in their direct effect on their comfort in 

their own home and in technical complexity. 

"The concept may be the same for the water heater and this, but 
you're talking about two different devices. One [the water heater] 
doesn't affect you as much." 

"Turning over control of my air conditioning...now we're talking 
about my comfort and changes that will be noticed. Not like the water 
heater where you don't even know that they're doing i t " 

**There's no comparison between ttie water heater and the computer-
managed air conditioning system. The water heater just sits there, 
there's no programming involved." 

Given their experience with EnergyScout, some participants also expected that 

they would be given a monthly credit for having the device. 

'^oes that mean that they're going to give you a flat discount rate for 
having that device in your house, like the water heater program? I do 
that and they take $3 off my bill each month." 

"If they want me to do this, they'll need to add some better 
incentives." 

The reported behaviors of the single-family home dwellers with central ah 

conditioning also were explored, with possible implications for the thermostat program. 

Most participants with air conditioning indicated that they tum their units off (or to a 
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higher setting) during the day when they are not at home, thereby eliminating the need for 

Ifewaiian Electric to be able to control their thermostats (from their perspective). 

"When we're not home we tum it off, so them controlling it while 
we're out isn't really necessary." 

"When no one is home, it is set on auto at a higher temperature so it-
almost never comes on during the day. So it really wouldn't make any 
difference." 

'•Most of the time I 'm not home, so I can just turn it off before I leave. 
If I 'm going to be out of the house most of the day, 1 think I can save 
more money if I just turn it off than to have one of these control 
things." 

Participants were asked if being able to use this control device to remotely control 

their thermostats via phone or intemet held any benefit for them. The example given was 

being able to cool the house before retuming home from work. Most did not feel this was 

necessary; with some quite possibly not feeling that the benefits outweighed the 

perceived risks. 

**That only works if you leave your air on." 

"With the unit we have it's so complicated you could set it to anything 
you want at any time, days, nights anything." 

'T don't think I would need something hke that It doesn't take that 
long to cool the house. I can tough it out." 
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APPENDIX 
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WR4508 
-SCREENER-

RESIDENTIAL CPP FOCUS GROUPS ON OAHU - HECO LIST 
Jul-Aug 2007 

Hello, good mornlncj/aftemoon/evenlng, I'm _ _ ^ _ ^ ^ _ _ from Ward Research, a professional 
market research firm In Honolulu. Hawaiian Electric Company recenlly sent a letter to your home 
alerting you that we may be calling. You should have received a letter from HECO, perhaps today, 
telling you about the focus groups and telling you that we might be calling. 

50. Have you seen that letter ? 

Yes 1 (CONTINUE) 
No 2 (SHALL i CALL BACK AFTER YOU'VE HAD A CHANCE TO 

REVIEW IT ?) 

As stated in the letter, we're inviting people to one of our focus groups for Hawaiian Electric about 
energy options for the future. 

5 1 . May I confirm, first, are you between 21 and 74 years of age? 

Yes 1 (CONTINUE) 
No 2 (THANK & TERMINATE OR RECRUIT 

OTHER HOUSEHOLD MEMBER) 

32. Have you ever participated in a focus group? 

Yes 1 (CONTINUE) 
No 2 (GO TO EXPLAIN) 

S2a. (IF YES), ASK: When was the iast time you participated in a focus group? 

RECORD RESPONSE: 

6 months or less 1 THANK KINDLY AND TERMINATE 
more than 6 months ago 2 (ASK TOPIC, GO TO RE-EXPLAINi 

IF ANYTHING RE.....HECO Thank & Terminate Write Topic 
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Page 31 of 44 

EXPLAIN: 

Let me explain what a focus group is. A focus group is an informal group discussion among 
eight to ten people that focuses on a topic. There are absolutely no saies - focus groups are 
for research purposes, and most people find them to be enjoyable. 

RE-EXPLAIN: 

You probably remember that a focus group is an informal group discussion among eight to 
ten people that focuses on a topic. There is absolutely no sales - focus groups are for 
research purposes. 

QUESTIONS: 

If customer asks how we got his/her name, SAY; Your account was selected at random 
from a list of HECO customers. If you need to clarify "random," SAY: Your account was 
selected simply on ttie basis of chance alone - no special reason. 

S3. Do you or does anyone in your household work ...(READ ENTIRE ^ LIST, PAUSING AFTER 
EACH TO GET RESPONSE.) 

^̂  

V 

~ 

~7 
~7 
~V 
- _ 

"7" 

in market research, marketing, 
advertising, or public relations 

In any mass media- print, 
radio, or television 
Hawaiian Telcom or Verizon 
Hawaii 
The Sierra Club 

Hawaiian Electric 

The Public Utilities Commission 

The Gas Company 

The Consumer Advocate 

Board of Water Supply 

Kalaeloa Partners, L.P. 

Oceanic Cable 

C S . Wo Furniture 

Applied Energy Services, Inc. 
Honolulu Resource Recovery 
Venture or H-Power 

No 

i^liiii 

Yes 

wm 

IF 'YES' IN 
SHADED BOXES, 
THANK KINDLY & 

TERMINATE 
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Page 32 of 44 34. Do you live in... 

an apartment or condominium 1 (RECRUIT FOR GROUP 2 OR 3) 
a townhouse 2 (RECRUIT FOR GROUP 2 OR 3) 
a single-family detached house 3 (RECRUIT FOR ANY GROUP) 
a multi-family house 4 (RECRUIT FOR GROUP 2 OR 3) 

CHECK GROUP QUOTAS 

55. Do you have air conditioning in your home? 

Yes 1 (CONTINUE) 
No. 2 (SKIP TO S7) 

Don't know/refused 3 (TERMINATE) 

56. What kind of air conditioning units do you have In your home? 

Window or Split AG unit 1 (RECRUIT FOR GROUP 2) 
Central Air Conditioning 2 (RECRUIT FOR GROUP 1 OR 4) 
Other (specify) 3 (HOLD) 
Don't know/refused 4 (TERMINATE) 

S6a. And, thinking of the summer months only, how often do you use this air conditioning? Would 
you say... (READ LIST), 

All or most of the time 4 
Some of the time 3 
Very little of the time 2 (Complete & hold as tentative) 
None of the time 1 (Thank & Terminate) 

57. Please tell me how generally satisfied you are with Hawaiian Electric, Please use a 5-point 
scale, with 5=extremely satisfied and 1=not satisfied at all. 

Hawaiian Electric, or HEGO: • ,: 

IF RATED 1 OR 2, THANK AND TERMINATE AFTER COMPLETING QUESTIONNAIRE. 

Okay, just a few questions now so that we can baiance our groups to reflecl a good cross-section of 
Oahu residents.... 

Q1. Do you own, or do you nent your home? 
own 1 
rent 2 
neither (live free with family/friends) 3 

Q2. Including yourself, how many people live in your household? RECORD: 
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Q3. How many years have you lived in Hawaii? 

less than 2 years 1 
2 - less than 5 years 2 
5 - less than 10 years 3 
10 or more years (not lifetime) 4 
born and raised here (lifetime) 5 
don't know/refused 9 

Q4. What neighborhood or part of the island do you live in? 
(Must have geographical baiance.) 
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Page 33 cf 44 

Q5. What is your occupation? 

And In what industry? (If not clear from above.) ^ 

OF EMPLOYED BY THE STATE OF HAWAII, FIND OUT WHICH DEPARTMENT AND 
DIVISION) 

THANK AND TERMINATE IF: 
DBED&T, ENERGY DIVISION 
PUBLIC UTILITIES COMMISSION (PUC) 
ATTORNEY 
ENGINEERS 

Q6. With which ethnic group do you identify the most? 
Caucasian 1 
Chinese 2 
Filipino 3 
Hawaiian/Part HaWn 4 
Japanese , ....5 
Mixed 6 
Other . 8 
Refused 9 

Q7. What was your age on your last birthday? RECORD: years 

Q8. Was your total annual household income, before taxes, in 2006 (READ LIST) 

Less than $20,000 1 
$20,000 but under $30,000 2 
$30,000 but under $40,000 3 
$40,000 but under $50,000 4 
$50,000 but under $75,000 5 
$75,000 but under $100.000 ......6 
$100,000 or more 7 
Don't know/Refused (DO NOT READ) 9 
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Q9. Gender (RECORD, DO NOT ASK) ^^^^ ̂ ^ ° " ^ 

Male 1 
Female , 2 

(READ TO THE QUALIFIED RESPONDENTS ONLY) 

QIO. In this group we'll be discussing a possible new program that HECO is considering offering to 
its customers. The groups will be comprised of a cross-section of Oahu residents - no 
experts. We're just interested in your opinions. Do you think you might you be Interested in 
attending? 

Yes 
No.. 

,1 (CONTINUE) 
, 2 (THANK KINDLY & TERMINATE) 

INVITE TO GROUPS 

We would like to invite you to a focus group on at . The focus group will be held 
at our offices at 828 Fort Street Mall, Suite 210. The group should last under two hours. In 
appreciation for your time, you will receive a cash gratuity of $50. We will validate your 
parking at the Oceanit Parking Center. In addition, refreshments will be served. We look 
forward to seeing you here! 

Group 1 Tuesday July 31, 2007 6:00-6:45 p.m. 

Group 2 Tuesday Juiy 31, 2007 7:00 - 8:45 p.m. 

Group 3 Wednesday August 1, 2007 5:00 - 6:45 p.m. 

Group 4 Wednesday August 1, 2007 7:00 - 8:45 p.m. 

SFH Central AC 

60% SFH/40% MFH Wind/Split AC 

60% SFH/40% MFH No AC 

SFH Central AC 

So that we can send you a letter of confirmation, I need to gather some mailing information. 
(RECORD INFORMATION ON FRONT PAGE.) 

As with most focus groups, the discussion wiil be videotaped for internal purposes only, so 
you wil l be asked to sign a video release form when you arrive for the group. 

Thank you. We look forward to meeting with you. See you on date! 

CLOSE -• FOR PEOPLE NOT INVITED TO GROUPS 

Those are all the questions I have at this time. The quotas for your group have already been 
fil led, in order to get a representative sample of the population, I need to call others who may 
fit the kind of representation we are seeking. 

Thank you very much for your time. 
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Recruited by: date: Respondent Name: Page 35 of 44 

Recruited from: WRI database Client other (specify) 

Letter sent by: date: Group No.: date: 

Confirmation call by: date; Time: 

Did respondent attend? (circle) yes no If no, reason: 

WRI database updated on (date): by: 

NAME: _ ^ ^ _ _ _ ^ ^ 

ADDRESS: 

CITY: 

PHONE: (home) Xwork) FAX, 

Email 

WR 4508 
"SCREENER--

RESIDENTIAL CPP FOCUS GROUPS ON OAHU - WRI DATABASE 
Jul-Aug 2007 

Hello, good moming/aftemoon/evening, I'm from Ward Research, a professional market research 

firm in Honolulu. Today we're inviting people to one of our focus groups. 

5 1 . May i confirm, first, are you between 21 and 74 years of age? 

Yes 1 (CONTINUE) 
No 2 (THANK & TERMINATE OR RECRUIT 

OTHER HOUSEHOLD MEMBER) 

52. Have you ever participated in a focus group? 

Yes 1 (CONTINUE) 
No 2 (GOTO EXPLAIN) 

S2a. (IF YES), ASK: When was the last time you participated in a focus group? 

RECORD RESPONSE: 

6 months or less 1 THANK KINDLY AND TERMINATE 
more than 6 months ago 2 (ASK TOPIC, GO TO RE-EXPLAIN} 

IF ANYTHING RE HECO Thank & Terminate Write Topic 

EXPLAIN: 

Let me explain what a focus group is, A focus group is an informal group discussion among 
eight to ten people that focuses on a topic. There are absolutely no sales - focus groups are 
for research purposes, and most people find them to be enjoyable. 
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You probably remember that a focus group Is an informal group discussion among eight to 
ten people that focuses on a topic. There is absolutely no sales ~ focus groups are for 
research purposes. 

(If respondent asks how we got his/her name, say: Your name is on our database list by either 
a form you filled out, or your name was referred to us by a friend, relative, or acquaintance 
[read referral name If there Is one on database list] who has participated in a previous focus 
group.) 

S3. Do you or does anyone in your household work ...(READ ENTIRE •/ LIST, PAUSING AFTER 
EACH TO GET RESPONSE.) 

^/ in market research, marketing, 
advertising, or public relations 

In any mass media - print, 
radio, or television 
Hawaiian Telcom or Verizon 
Hawaii 
The Sierra Club 

Hawaiian Electric 

The Public Utilities Commission 

The Gas Company 

The Consumer Advocate 

Board of Water Supply 

Kalaeloa Partners, LP. 

Oceanic Cable 

C S . Wo Furniture 

Applied Energy Services, Inc. 

Honolulu Resource Recovery 
Venture or H-Power 

No Yes 
^ ^ ^ 

'issmw^^m. 

^fmmmi 

IF 'YES' IN 
SHADED BOXES. 
THANK KINDLY & 

TERMINATE 
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S4a. Do you live in... ^̂ ^̂  ^̂  "̂ '̂̂  

an apartment or condominium 1 (RECRUIT FOR GROUP 2 OR 3) 
a townhouse 2 (RECRUIT FOR GROUP 2 OR 3) 
a single-family detached house... 3 (RECRUIT FOR ANY GROUP) 
a multi-family house 4 (RECRUIT FOR GROUP 2 OR 3) 

CHECK GROUP QUOTAS 

S4b. Do you own, or do you rent your home? 
own 1 
rent 2 
neither (live free with family/friends) 3 

S5a. Does your household currently pay a utility bill directly to: (BY "DIRECTLY" WE MEAN 
RECEIVES AND PAYS A SEPARATE BILL FROM THE COMPANY - IT IS NOI INCLUDED 
IN MONTHLY HOUSING RENT OR MAINTENANCE FEE) 

Yes No 
a. Board of Water Supply 1 2 

(IF YES) ASK: And how much would you say is your average monthly bill? $ /mo. 

(IF NO) ASK: Please think about the water your household uses. Compared to other 
households on Oahu, do you think your household uses: 

More 1 
Less....... 2 
Same amount 3 
Don't know 9 

Yes No 
b. Oceanic Cable 1 2 

(IF YES) ASK: And how much would you say is your average monthly bill? $ /mo. 

c HLCO 1 2 . 

(IF YES) ASK And how much would you say ts your-average pnonthly bill*? $ /mo 

(IF NO) ASK Please thinks about the electncity your household uses Compared to other 
i u 

housaholds^on Oahu, do you think your-hpusehold uses 

More l' ^ 
Less ^ "- V 2 
Same amount " 3 
Don t know 9 

j f 
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Page 38 of 44 

S6. Do you have air conditioning in your home? 

Yes. 1 (CONTINUE) 
No ..2 (SKIP TO S8) 
Don't know/refused 3 (TERMINATE) 

57. What kind of air conditioning units do you have in your home? 

Window or Split AC unit 1 (RECRUIT FOR GROUP 2) 
Central Air Conditioning 2 (RECRUIT FOR GROUP 1 OR 4) 
Other (specify)............ 3 (HOLD) 
Don't know/refused 4 (TERMINATE) 

S7a. And, thinking of the summer months only, how often do you use this air conditioning? Would 
you say... (READ LIST). 

All or most ofthe time 4 
Some ofthe time 3 
Very little of the time 2 (Complete & hold as tentative) 
None of the time 1 (Thank & Terminate) 

58. I'm going to read you the names of some companies and organizations that operate in Hawaii. 
For each, I'll ask you to tell me how generally satisfied you are with that company. Piease use 
a 5-point scale, with 5=exlremely satisfied and 1=:not satisfied at ali. The first company is: 

Board of Water Supply 

The Sierra Club 

Havyaiian Electric, or HEGG ' -

Chevron 

The Gas Company 

Verizon Hawaii . 

IF SHADED AREA IS RATED 1 OR 2, THANK AND TERMINATE AFTER COMPLETING ENTIRE 
QUESTION. IF 3, 4. OR 5, CONTINUE. 
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Oicay, just a few questions now so tiiat we can balance our groups to ref iecfa gooa cross-
section of Oahu residents.... 

Q l . Including yourself, how many people live in your household? RECORD: 

Q2. How many years have you lived in Hawaii? 

less than 2 years 1 
2 - less than 5 years 2 
5 - less than 10 years 3 
10 or more years (not lifetime) 4 
born and raised here (lifetime) 5 
don't know/refused 9 

Q3. What neighborhood or part of the island do you live in? _ _ _ „ „ . 
(Must have geographical balance.) 

Q4. What is your occupation? 

And In what industry? (If not clear from above.) 

(IF EMPLOYED BY THE STATE OF HAWAII, FIND OUT WHICH DEPARTMENT AND 
DIVISION) 

THANK AND TERMINATE IF: 
DBED&T, ENERGY DIVISION; 
PUBLIC UTILITIES COMMISSION (PUC); 
ATTORNEYS; ENGINEERS 

Q5. With which ethnic group do you identify the most? 
Caucasian 1 
Chinese,. ..2 
Filipino...... 3 
Hawaiian/Part Haw'n 4 
Japanese 5 
Mixed 6 
Other . 8 
Refused .9 

Q6. What was your age on your last birthday? RECORD: years 

Q7. Was your total annual household income, before taxes, in 2006 (READ LIST) 

Less than $20,000 1 
$20,000 but under $30,000 2 
$30,000 but under $40,000 ...3 
$40,000 but under $50,000 4 
$50,000 but under $75,000 , 5 
$75,000 but under $100,000 6 
$100,000 or more 7 
Don't know/Refused (DO NOT READ) 9 
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Q8. Gender (RECORD, DO NOT ASK) 

Exhibit E 
Page 40 of 44 

Male 1 
Female 2 

(READ TO THE QUALIFIED RESPONDENTS ONLY) 
Q9. In this group we'll be discussing companies and organizations like the ones I asked you about 

earlier—your perceptions of their communications—things like that. The groups will be 
comprised of a cross-section of Oahu residents ~ no experts. We're just interested in your 
opinions. Do you think you might you be interested in attending? 

Yes 
No.. 

,1 (CONTINUE) 
,2 (THANK KINDLY & TERMINATE) 

INVITE TO GROUPS 

We would like to invite you to a focus group on at . The focus group will be held 
at our offices at 828 Fort Street Mall, Suite 210, The group should last under two hours. In 
appreciation for your time, you will receive a cash gratuity of $50. We will validate your 
parkmg at the Oceanit Parking Center. In addition, refreshments will be served. We look 
forward to seeing you here! 

Group 1 Tuesday Juiy 31, 2007 5:00 - 6:45 p.m. 

Group 2 Tuesday July 31, 2007 7:00-8:45 p.m. 

Group 3 Wednesday August 1,2007 5:00 - 6:45 p.m. 

Group 4 Wednesday August 1, 2007 7:00 - 8:45 p.m. 

SFH Central AC 

60% SFH/40% MFH Wind/Split AC 

60% SFH/40% MFH No AC 

SFH Central AC 

So that we can send you a letter of confirmation, I need to gather some mailing Information. 
(RECORD INFORMATION ON FRONT PAGE) 

As with most focus groups, the discussion will be videotaped for internal purposes only, so 
you will be asked to sign a video release form when you arrive for the group. 

Thank you. We look fonward to meeting with you. See you on date! 

CLOSE •- FOR PEOPLE NOT INVITED TO GROUPS 

Those are all the questions I have at this time. The quotas for your group have already been 
fil led. In order to get a representative sample of the population, I need to call others who may 
fit the kind of representation we are seeking. We will keep your name in our database so that 
we may call you for future focus groups. 

Thank you very much for your time. 
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WARD RESEARCH 
I N C O R P O R A T E D 

DISCUSSION OUTLINE 
CPP/PTR PRICING 

WR4508 

fottroduction of moderator, research ftrm, general purpose of fhe research 
Ground rules 
IntrDductiorL of participants to include: 

•/ Occupation 
v' Area of residence on island 
•/ Type of housing 
•/ Number in household 

I. Ice-hreaker topic 

Think about your experiences with Hawaiian Electric over the past 30 days or so. On a 
5-point scale, with 5=extremely positive and i=extreinely negative, how would you 
describe your recent experience? 

II. Introduce concept of peak time usage and reliability "events" 

Can you recall tiines when Hawaiian Electric has issued "alerts" to residents of Oahu 
about problems with the demand for — or supply of — electricity? 

What do you remember about those times? What usually triggers those alerts? What 
does the company usually say? What do they ask us to do — and what information do 
they give us? 

(MODERATOR WILL CORRECT ANY MISCONCEPTIONS HERE THAT 
PREVENT US FROM ACCURATELY MOVING THE DISCUSSION ALONG) 

What have you and/or other members of your household been able to do in those 
situations? Have you been able to follow Hawaiian Electric's request and 
recommendations? If so, to what extent? 
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Page 42 of 44 

Discussion Outline - WR4508 
Page Two 

i n . Move to pricing 

As you may know, Hawaiian Electric currently charges us for electricity based on our 
usage. How many of you know what unit they use to measure our usage, for purposes of 
pricing — and please just raise your hand if you know, don't shout it out. (AFTER 
GAUGING HOW MANY DO NOT KNOW UNTT, ASK SOMEONE WHH HAKD 
RAISED TO IDENTIFY kWh.) 

And if I were to ask you how much we pay per unit, or kWh, for the power that we use, 
what would you say? Obviously our bills consist of the kWh we use, multiplied by some 
amount per kWh. What is that amount? (DO NOT CLEAR THIS UP RIGHT AWAY -
W THERE IS A DIFEERENCE OF OPINION OR CONFUSION, WILL LET IT 
REMAIN FOR THEIR HRST REVIEW OF PRICING PLANS. THEN WILL 
CLARIFY IN ORDER TO PROCEED WITH ACCURATE REVIEW) 

IV. Introduce Critical Peak Pricing (CPP) 

We're going to focus on those events or situations we were discussing earUer, when 
Hawaiian Electric alerts us that there axe existing or impending conditions requiring 
conservation. Currently, you've said that they (USE THEIR WORDS) ask us to 
temporarily cut back, use fans instead of air conditioning, delay using major electric 
appliances, use less lighting, etc. 

Hawaiian Electric is now considering an optional program called Critical Peak Pricmg. 
(DISTRIBUTE CHART WITH DESCRIPTION OF CPP ONLY) Let's review the 
information on this chart — (REVIEW ALL OF THE FEATURES AND 
ASSUMPTIONS: THENASK) 

So what do you understand about this pricing plan? What is Hawaiian Electric offering 
us? (WORK THROUGH QUESTIONS, DETAILS. ANTICIPATE QUESTIONS 
A B O U T HOW MUCH CAN BE SAVED THROUGH VARIOUS REDUCTIONS, 
DISTRIBUTE THE ENERGY USAGE DOCUMENT) 

Who would benefit under this plan? Who would it work for — and who, if anyone, 
would it not work for? Why is that? (GAUGE REACTIONS FULLY — MAKE SURE 
TIIEY UNDERSTAND THE $l/kWh PREMIUM DURING THE EVENT, AND THE 
REDUCTION AT OTHER TIMES) 

Would you opt to participate? Why/why not? What are primary motivations/bamers? 
What, if anything, would motivate you to participate in this? 
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Page 43 of 44 

Discussion Outline - WR450S 
Page Three 

VI. Introduce PTR Pricing 

There is a second optional pricing plan that Hawaiian Electric is also considering. (ASK 
THEM TO TURN CPP CHART FACE DOWN. DISTRIBUTE CHART WITH PTR 
ONLY) Let's review how this one works. (REVIEW DETAILS OF PLAN -^ 
ANTICIPATE QUESTIONS REGARDING "FOR ENERGY SAVED". EXPLAIN 
THAT COMPANY WILL COMPARE USAGE DURING THAT FOUR-HOUR 
PERIOD WITH THAT SAME FOUR-HOUR PERIOD IN THREE PRIOR SIMILAR 
DAYS) 

So what do you understand about this pricing plan? What is Hawaiian Electric offering 
us? 

Who would benefit under this plan? Who would it work for — and who, if anyone, 
would it not work for? Why is that? (GAUGE REACTIONS FULLY — MAKE SURE 
THEY UNDERSTAND THE $l/kWh DISCOUNT ACTUALLY RESULTS IN A 
REBATE ON THE REDUCTION IN USAGE) 

Would you opt to participate? Why/why not? What are primary motivations/barriers? 
What, if anything, would motivate you to participate in this? 

V. Introduce Central A/C component 
GROUPS 

- ASK ONLY IN CENTRAL A/C 

There's another aspect to this plan that I need to introduce. There is a special option for 
those who have central a/c. Hawaiian Electric will replace your existing thermostat with 
a special thermostat, at no charge to the participant. When one of the "special 
conservation" events occurs, they will remotely raise the set temperature on the 
thermcKt^ (via Wireless connection). They wiU raise it by four degrees, for the 
maximum four-hour duration. At the end of that period, the thermostat wiU 
automatically retum to the setting prior to the event. Customers with the special 
thermostat will have the abihty to override Haw^an Electric's setting — either manually 
(at the thermostat), via an Intemet website, or via phone with a customer representative. 

(AFTER FIELDING INITIAL QUESTIONS, ADD) Additionally, the Intemet access to 
this thermostat wiU allow participants to remotely access their central a/c thermostat 
anytime during the year. So, for example, you could adjust the thermostat before you 
leave work for home, via the Intemet. 
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Discussion Outline 
Page Four 

(LOOK FOR FAMlLIARrrY WITH ENERGY SCOUT AND COMPARISONS 
DRAWN BETWEEN ENERGY SCOUT AND THIS PROGRAM) 
Would you opt to participate? Why/why not? What are primary motivations/barriers? 
Does this thermostat feature change your reactions to either of the two pricing options we 
just discussed — first, to CPP? Then, to PTR? Why is that? 
What, if anything, would motivate you to participate in this? 

v n . Comparison of two optional plans (CAN REVIEW BOTH CHARTS SIDE BY 
SIDE) 

Now that we have discussed each of these separately — how woidd you characterize the 
two? What are the key similarities/differences? 

Given all of our discussion, I need to ask what you would be inclined to do, if the 
company offered both of these options. I'll ask you to vole by raising your hand. And 
here are your choices: 

CPP Plan 
CPP Plan with Central a/c Thermostat 
PTR Plan 
PTR Plan with Central a/c Thermostat 
None of these 

(IF CHOICE IS CLEARLY UNDERSTOOD BASED ON PREVIOUS DISCUSSION, 
ASK FINAL QUESTION AND BRING GROUP TO CLOSE. IF THERE ARE ANY 
SURPRISES IN THE ANSWERS TO THE ABOVE, PROBE TO UNDERSTAND 
WHY) 

Is there anything you'd like to say about Hawaiian Electric offering optional programs 
like these? 

Thank you's and close 
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CERTIFICATE OF SERVICE 

I hereby certify that on April 24,2008, a copy ofthe APPLICATION FOR 

APPROVAL OF A DYNAMO PRICING PILOT PROGRAM AND RECOVERY OF 

PROGRAM COSTS AND EXHIBITS A-E, was duly served by making personal 

delivery or by causing a copy hereof to be mailed, postage prepaid and properly 

addressed, to each such party: 

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS 
DIVISION OF CONSUMER ADVOCACY 
335 Merchant Street, Room 326 
Honolulu, m 96813 
(Hand Delivery) 

DATED: Honolulu, Hawaii, April 24,2008 

/X^TTl^'UWv^ 
DANIEL BROWN 
HAWAIIAN ELECTRIC COMPANY, mC. 
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